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NOMINEES DESIGNATE—CHARLES E. WILSON TO BE 
SECRETARY OF DEFENSE; ROGER M. KYES TO BE 
DEPUTY SECRETARY OF DEFENSE; ROBERT T. STEVENS 
TO BE SECRETARY OF THE ARMY; ROBERT B, ANDER- 
SON TO BE SECRETARY OF THE NAVY; HAROLD E. 
TALBOTT TO BE SECRETARY OF THE AIR FORCE 


THURSDAY, JANUARY 15, 1953 


UNITED STATES SENATE, 
CoMMITTEE ON ARMED SERVICES, 
Washington, Pe. G. 

The committee met, pursuant to call, at 10 a. m., in room 212, Senate 
Office Building, Senator Leverett Saltonstall (chairman) presiding. 

Present: Senators Saltonstall (chairman). Bridges, Flanders, Smith 
of Main, Hendrickson, Duff, Cooper, Russell, Byrd, Johnson of Texas, 
Hunt, Stennis, and Symington. 

Also present : Senators Ferguson, Potter, and Gore; William Darden 
and Verne D. Mudge, of the committee staff. 

Chairman SauronsTALu. Gentlemen, before we ask these gentlemen 
to come in, unless there is objection the Chair would suggest that we 
take them one at a time, taking Mr. Wilson first. 

Senator Russetni. No objection to that. 

ms itor By rp. Do we have a stenographe 4 

Chairman Sarronstau.. The stenographer is already here. 


Now, unless there is objection it would seem much wiser to hold this 
meeliing in executive session because matters are gone into much more 
tl oroughty in executive session. 

Senator Russet. Mr. Chairman, customarily this committee has 

dered nominations in executive session. I see no reason for chang 

o it at this time. Of course, the record of the committee will be 
}) iblie property. 

Cha rman SALTONSTALL. gi I at is correct, The ] cord ( f the com 
mittee, I would assume, unless there is some objection, could be used 
on the floor of the Senate any time if desired by any men ber of the 
conimiittee. 

Senator Rt SSELL. A record is taken in the course of the proces dings 
when we hold hearings in executive session, but the record is printed. 

Chairman Sarronsratu. That is my understanding, so unless there 
is objection we will proceed that way. 

Senator Byrp. And when we take this up on the floor, we will have 
p inted copies of the record ? 

Chairman SaLronstat.. Absolutely. They will be available to you 
in discussing the matters on the Senate floor. 


We will bring in Mr. Wilson. 
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Now, Senator Ferguson, you suggested to me as Senator from Michi- 

gan that you would like to have the pleasure of presenting to the com- 
mittee a distinguished citizen from ai State who will be nominated 
Secretary of Defense. For the purposes of the record, Senator Potter, 
your colleague, is also with you? 

Senator Frerauson. Yes. 

Chairman Savronstatt. And the committee will be glad to hear 
Senator Potter. 

Senator Frreuson. Mr. Chairman and members of the committee, 
I have the distinct pleasure this morning of presenting to you Mr. 
Wilson. I think Mr. Wilson met all of you except Senator Russell 
of Georgia. Senator Russell, you came in after the introduction. 

I would like to present to you a very distinguished Michigan citizen. 
He has been in Michigan many years and has conducted himself in 
business and in civie life in such a way that it is indeed a distinct 
pleasure for me to bring him in before your committee as the aalen ate 
Defense Secretary of the United States. 

I can personally vouch for his honesty and integrity and loyalty 
to the United States and all of its insitutions. I bring him to you 
with my warm and personal recommendation without any reserva- 
tions whatsoever, and I give him to you now that he may be ques- 
tioned by you personally. I would be glad to answer any questions 
that you might ask me concerning this distinguished citizen from 
Michigan. 

Chairman Savronstatt. Thank you, Senator Ferguson. 

ae there any questions any members would like to ask Senator 
Fereuson ¢ 

(No response.) 

Chairman Sauronstat,. Thank you, sir. 

Senator Potter? 

Senator Porrer. I would cert: rag! like to concur in the words of my 
senior Senator. Of course. we in Michigan are e xceedingly proud to 
present a man of the caliber na ability of Mr. Wilson as the next 
Secretary of Defense. 

He is a man whose executive ability is well known by all. I am con- 
fident and I am sure that the people of our great State are proud of 
him, and cofident of the fact that he will perform not only well but in 
an exceptional manner as Secretary of Defense. 

Chairman SartronstaLtt. Thank you very much, Senator Potter. 

\ny questions of Senator Potter? 

(No response. ) 

Chairman SauronstTauty. If not, Mr. Wilson, will you take the 
stand ? 

Senator Frreavson. Mr. Wilson, this is what is known as the hot 
seat. 

Mr. Wirson. I have been in the hot seat before. 

Chairman SautonstaLL. Mr. Wilson, the Chair would simply say 
that the committee would like to hear from the nominee designate 
any remarks that he may care to make concerning his life and con- 
cerning his work. Of course, his work is well known to all of us. Also, 
Mr. Wilson, we would like to have any observations that you might 
want to make on anything that in any way might interfere with your 
Work 
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The committee would be delighted to have you remain, Senator 
Ferguson. 

Senator Fereuson. I would be glad to remain, if that is satisfactory. 

Chairman Sauronstath. I would simply like to add, Mr. Wilson, 
that the Chair hopes that you will take any questions that may be 
asked of you in the spirit in which they are asked; that is, in the 
interest of the whole Government of the United States and of every 
citizen. With respect to any questions that may be asked that might 
be considered by some to be somewhat person al, the Chair hope s that 
you will consider them per fectly impe rsonal and that the y are asked 
because we are all here to serve the Government of the United States 
and serve our country and that they are asked because we want to be 
as certain as we can that every citizen no matter how distinguished 
who volunteers to serve his country can serve it to the best possible 
advantage. The Chair hopes that you will make any statements in 
that spirit and answer any questions in that spirit and not as though 
those questions were directed to you as a citizen and as an individual. 


STATEMENT OF CHARLES E. WILSON, NOMINEE-DESIGNATE FOR 
SECRETARY OF DEFENSE 


Mr. Witson. Mr. Chairman, I think I understand. Before we get 
into that part of it and partly in answer to the two Senators from 
Michigan, I would like to mention a little thing that happened to me 
in Texas on my way back from Honolulu. I had called on Governor 
Shivers. I knew Bob Anderson and what a capable man he was, 
but I wanted to check on him with Governor Shivers and others. 
I have a good friend down there in John Lynch and I visited with him 
at Dallas. He said, “Mr. oe if the re ever was a man that was 
overpromoted for a new job, it is you.” Apparently there is going 
to be a great deal expected of me and I am going to try to deliver— 
a part of it, at least. 

Chairman SALTONSTALL. May the Chair interrupt, to add one more 
word that he neglected to add ? 

While this meeting of-the committee is an executive session, any 
remarks you make or any questions asked and answers given will 
become part of the record. That is open and will be discussed on the 
floor of the Senate and open ultimately to the public. 

Mr. Witson. Well, that is all right. I was going to mention one 
more thing. When the President-elect asked me to take the assion- 
ment and I said I would, he said one more thing. He Ng “IT have 
no reservations whatsoever about you but if you would ask J. Edgar 
Hoover to pursue the routine check on you, the nh we will h: ive a prece- 
dent. for everybody,” and I said, “I will and I am in sympathy with 
following the procedure for everyone .” TT feel that this session today 
is entirely proper. 

I will go ahead now. I really sort of thought I had the General 
Motors job well under my belt. The company was doing quite well 
and I was 62 last July. I was expecting to retire when I became 
65 and although there were some more things that I wanted to do 
for General Motors, I was looking to the time when I would not 
have quite so much responsibility and could do some of the things 
I had not had time for. To some degree, I am now risking a failure 
inmy oldage. It is quite a challenge. 
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Now. as far a | am coneerned, General Motors Is finished. ] 
closed up my desk in Detroit Saturday with mingled feelings of 
regret and nostalgia—it was a little hard to do after almost 34 years. 
I have been working with a marvelous group of men that had been 
supporting me in a most unusual way. To what decree I can get 
the same cooperation and efficiency and effective working organiza- 
tion in my new assignment, I do not know, but I have high hopes. 

I really so far have not identified any new and unfamiliar problems 
in the way of organization and human relations. I do not happen 
to think you change a man’s character because you put a uniform on 
him. I think I have some little talent in knowing a regular man 
when I see one on short acquaintance and I hope that I will not lose 
that talent now, when I need it so badly. 

I have here formal resignations from all my relations with business. 
It will not take me long to read them and then I can leave these docu- 
ments for the record. 

This is one to Mr. Sloan: 


Dear Mr. Siroan: In accordance with our understanding which developed upon 


my being offered the position of Secretary of Defense by President-elect Dwight 


I>. Eisenhower I hereby tender my) resignation as pres dent and director of 
Genet Motors Corp., as chairman of the operations policy committee and 
the ar nistration committee, and as a member of the financial policy commit 


tee, to take effect upon confirmation by the United States Senate of my appoint- 
ment as Secretary of Defense. 


I hada little relation with the GM Shares, Ine.: 


GENTLEMEN: I hereby tender my resignation as president and director of GM 
Shares, Ine., to take effect upon confirmation by the United States Senate of 
my appointment as Secretary of Defense. 


l 


I was a director of a bank at Anderson, Ind.. as a matter of fact. 
-hairman of the board, but I did not function as such very often on 
account of my other duties and I had a vice chairman. The men down 
there insisted that I keep a relation with them but now I am resigning. 
This isto Mr. Myers, preside) t of the bank: 


( 


I hereby tender my resignatior s chairman and as a member of the board 
if directors of Anderson Banking ¢ to take effect upon confirmation by the 
United States Senate of my appoir nt as Secretary of Defense 


My brother started an oil and gas company in Texas some 12 years 
vo and I helped him from a financial side to some degree. “Un 
fortunate ly mi\ brother dit d about Lord years ago, when he Was only 
50, He should not have taken on a double load. He had been elected 
avor of ( ‘orpus Chi ist. and some 6 or Ss years ago I was talking to 
m on the phone and I said, “Bob, how are you getting along down 
there in Texas?” And he said, “Well, when these Texans sav ‘damn 
Yankee’ they don’t mean me any more.” This letter is to Mr. John 
Lynch, president of that company, the LaGloria Corp.—after .my 
brother died, I was chairman of the board of this company: 


7 


Dear Mr. Lyncen: I hereby tender my resignation as chairman and as a 
member of the board of directors of the LaGloria Corp., to take effect upon con- 
firmation by the United States Senate of my appointment as Secretary of 
Defenst 


I am a director of the Automobile Manufacturers Association and 
here is my letter to them: 
I hereby tender my resignation as a member of the board of directors of the 


Automobile Manufacturers Association, to take effect upon confirmation by the 
United States Senate of my appointment as Secretary of Defense 


ne eneainenitteta cenit | 


Gagarin se 
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I was director of the National Bank of Detroit and this is my lette 
to them: ; 

Dear Mr. McLucas: I hereby tender my resignation as a director of the 
National Bank of Detroit, to take effect upon confirmation by the United States 
Senate of my appointment as Secretary of Defense 

Now, there are two things that take very little of my time which I 
have not resigned from. I would like to tell you men what they are. 

[ am a trustee of Carnegie Institute of Technology in Pittsburgh, 
where I oraduated some 43 years ago. I talked to President Warne? 
about it and asked him to review the matter with his board. Well. 
they do not want me to resion. | thought perhaps I should but finally 
decided it was not necessary, maybe, but I wanted to tell you men about 
it. In total, Carnegie has about $1,500,000 worth of experimental. 
development and research appropl lations from the Government: about 
$400,000 or $500,000 in the atomic energy area, and the other mo e\ 
ie military. I had nothing 


for advanced work in connection with tl] 


to do with the detailed relations on these research contracts. As a 
trustee I would have something to say about the policy at the institute 
Of course, it is a nonprofit organization and I thought I would tell 


vou men about it and I felt that perhaps I did not have to res 
from it. 

Last Summer Mr. Kettering. who has a found ition, asked me if I 
would be a trustee of the foundation and I said I would. I have ad 
mired him for many, many years. I think he is a wonderful Ame 
can, a wonderful man, and since that organization is not involved 
in business in any way, and he does not have very many meetings, and 
t would not take any appreciable amount of my time, I did not resign 
asa trustee of Mr. Kettering’s foundation. 

Chairman Savronstatn. What is the purpose of the foundation, 
for the record ¢ 

Mr. Witson. It is to advance education, scientific research—all 
purposes in that area. He is in the process of building a small labo 
ratory now, about to actually spend some money and make an effort 
through research in certain areas where he thinks that by advancing 
human knowledge much good could come. Particularly is the founda 
tion interested in how the energy from the sun can be fixed or stored 
up in some form that human beings can use without it going through 
the plants, the known method nature has for storing up the energy 
from the sun. That is the way nature is doing it, but he hopes that 
there are other ways of doing it, and some day if that could be done. 
we could raise the standard of living of all of the people in the world 
and in one way or another have more to do with. 

I did think that as I got older and my 65-year time arrived, that 
perhaps an interest in some things like that would be a good thing 
for me to have, because I hope that I will not suddenly break down 
like the famous one-horse shay when I am 65. 

Senator Hrenpricxson. Mr. Chairman, may I ask Mr. Wilson if 
there are any Government funds involved in this foundation at all / 

Mr. Witson. No: not in Mr. Kettering’s foundation. Not like the 
relation that Carnegie has with the Government. As you men know, 
and you know more about it than I do, there are a great many other 
technical colleges in the country that have been given grants of money 
for specific research and development in connection with the whole 
military effort. 
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Chairman SarronsraLy. There is no profit in it? 

Mr. Witson. No profit in it, and the colleges want to do it because 
they have some technical people and it keeps them busy and it keeps 
them up to date. I mean, it is a mutually advantageous thing, as far 
as I can tell and in the interest of the country. 

Now, I think that cleans up my formal relations with business, as 
far as I can see. 

Now. there is one thing that is a little unusual because General 
Motors has a bonus plan, and all corporations do not have them and 
all cor porations do not have them in this form. The General Motors 
bonus plan is based en putting into the bonus fund a percentage of 
the profits after a certain nominal return has been made on the in- 
vested capital. That money is carefully distributed to some 10,000 
people. It goes down to an executive or general foreman in the shop 
that has charge of 50 men or more or that has a critical technical 
responsibility. 

The bonus is payable over a 5-year period. It is earned in a year 
but it is paid over 5 years and it has some technical requirements for 
working it out. 

In other words, after a General Motors executive had been allotted 
a bonus for 1952 and he decides to leave and go to work for the 
Chrysler Co., he would not get the rest of his bonus. I mean, there are 
certain things like that involved in it. 

Now, in the bonus plan it says that a man can earn out his bonus 
provided he does not do anything inimical to the interests of the 
corporation. 

Mr. Sloan is chairman of the bonus and salary committee. There 
are five members, none of whom participate in the bonus. I have 
letters here from Mr. Sloan explaining exactly what the position is. 
Also, the committee has ruled, so that no one would feel like I had any 
club over me, that nothing I did in my Government service would be 
considered by the committee in any sense as inimical to the interests 
of General Motors. This is a technical thing I wanted you men to 
know about. 

Senator Byrp. Had you finished yet on that? 

Mr. Wirson. Well, I was going to read a short memorandum here 
from the secretary of the committee and then I have a longer letter 
from Mr. Sloan outlining all of my 

Senator Byrp. Well, gO ahead. I will have some questions. 

Chairman SavronstaLt. Senator Byrd, do you not think it would 
be a little wiser procedure to let Mr. Wilson finish his whole presenta- 
tion, and then the chairman will ask each member in turn if he has 
questions ¢ 

Senator Byrn. Well, this is a subject which has never been brought 
up before this committee previously, this question of a bonus that has 
not yet been paid and I would like to inquire into it. 

Mr. Wiuson. Well, if I went into it eg it would be a little 
clearer what it is. I can take it either way, it does not make any 
difference to me. 

Senator Byrp. Well, I will carry out the suggestion of the chair- 
man. 

Chairman SauronsrauL. The Chair will afford each member of the 
committee a full opportunity to ask any questions. 


am 
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Mr. Witson. Here is the memorandum from the secretary of the 
bonus and salary committee: 


Dear Mr. Witson: As you already have been advised, the bonus and salary 
committee, at its meeting held January 6, 1953, made a final determination 
of your bonus award related to the year 1952 


In other words, there was no undetermined award hanging out. 


At the same meeting, the bonus and salary committee also reaffirmed its 
determination that if your employment is terminated by retirement in order 
to accept the position of Secretary of Defense, you will be permitted to re 
tain your rights to earn out the undelivered and unearned portion of all bonus 
awarded to you for periods prior to your retirement, subject to the provisions 
of the General Motors bonus plan, and subject to the understanding that you 
will make a full disclosure to President-elect Eisenhower and to the Senate 
committee of your rights under the General Motors bonus plan. Copies of 
the resolutions of the bonus and salary committee setting forth the fore 
going are attached for your information. 


The resolution is: 


Resolved That if the employment of C. E. Wilson is terminated by his retire 
ment in order to accept the position of Secretary of Defense, his retirement 
shall be classified as under conditions that are mutually satisfactory to the 
corporation and himself in accordance with the provisions of the General 
Motors retirement program for salaried employees; and further 

Resolved That the committee reaffirms its determinations: (a) that, if the 
employment of bonus beneficiary C. E. Wilson is terminated by his retirement 
in order to accept the position of Secretary of Defense, he be permitted to re 
tain his rights to earn out the undelivered and unearned portion of all bonus 
awarded to him for periods prior to his retirement, subject to the provisions 
of paragraph 8 (a) of the General Motors bonus plan and subject to the 
understanding that Mr. Wilson will make a full disclosure to President-elect 
Kisenhower and to the Senate committee of his rights under the General 
Motors bonus plan; and (6) that any actions or conduct of C. E. Wilson while 
serving as Secretary of Defense will not be regarded as inimical or in any 
way contrary to the best interest of General Motors. 


That is the technical position. 

Now, I have a little longer letter from Mr. Sloan: 

DrarR Mr. WILSON: You have asked that the corporation give you, for record 
purposes 
oh, I might say one more thing. 

The bonus and retirement plan of General Motors provides for 
retirement at age 65 or retirement between 60 and 65 on a mutually 
satisfactory basis, so that I am simply being treated as any other re- 
tired employee with the one exception that I have a clear statement 
from the bonus and salary committee in regard to what might or 
might not be considered something inimical or contrary to the interests 
of General Motors. I insisted personally that they do that. On the 
corporation’s side, they were very anxious that I explain carefully to 
you men exactly what it was, because on the corporation’s side Mr. 
Sloan and Land former associates do not want the corporation smeared 
because I come here and try to work hard for my country—and 
personally I do not want to be, either. 

You have asked that the corporation give you, for record purposes. a statement 
of the rights and benefits that accrue to you upon your contemplated retirement, 
which is to be effective upon confirmation by the United States Senate of your 
appointment by President-elect Dwight D. Eisenhower to the position of Secretary 
of Defense. 

Although you are very familiar with the provisions of the General Motors 
bonus plan and the provisions of the General Motors insurance and retirement 
programs, I feel that in explaining your participation in these plans as a retired 
employee I should outline briefly the basis of your participation. 
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Under the General Motors bonus plan, which has been in effect since 1918, with 
amendments from time to time but which has been substantially in its present 
form since 1947 with only clarifying amendments, you have been granted bonus 
awards with respect to the years 1949, 1950, 1951, and 1952. Under the bonus 
plan an award with respect to a particular year is determined and made after the 
close of that year and is payable in five installments, the first installment being 
paid shortly after the determination of the award in the year following the year 
to which the award is related and the remaining four installments (if earned 
out under the provisions of the plan) being paid in January of each successive 
vear. Bonus awards for the years 1949, 1950, 1951, and 1952 were payable partly 
in cash and partly in stock. The allocation as between cash and stock for bonus 
awards related to the years 1950, 1951, and 1952 applied to all five installments. 
The allocation as between cash and stock for bonus awards related to the year 


1849 was made appl cable only to the first two installinents 


Accordingly, subject to the pre sions of tl General Motors bonus plan, you 
will receive in January of 1954 the final cash installment of the 1949 bonus award, 
the fourth cash and stock tallment of the 1950 bonus award, the third cash 
and stock installment of the 1951 bonus award, and the second cash and stock 


installment of the 1952 bonus award. Additional installments will be paid to you, 





subject to the provisions of the General Motors bonus plan, in January of 1955 
and January of 1956, with the final payment being made in January of 1957, when 
you W receive the fifth cash and stock installment of the bonus award related 


to the vear 1952 
1 


In addition, you will receive from time to time dividend equivalents with 


se o the stock portions of the aforementioned installments of undelivered 
bonus awards in accordance with the provisions of paragraph 7 (c) of the General 
Motors be plan, which reads as follows: 

On each vidend-payment date after March 31 of the year of an award of 
stock, the record date for which occurs after the date of the award but prior to 
the date of the registration of all such awarded stock in the name of the bene- 


ficiary, the corporation shall (except as otherwise provided in paragraph 8 (b) ) 








» beneficiary, with respect to any such awarded stock not registered in 
on or prior to such record date, an amount equal to the value of the 
which the beneficiary would have received if such stock had been 
registered in his name on such record date.” 
ht as a retired employee to earn out the unearned installments of 
bonu wards nd to receive ad end equivalents ith respect to the stock 
] of ] vered installment f bonus awards, referred to above, 
SQ ( raph of section 8 (a) of the General Motors bonus plan 
hig reac S 
\ beneficiary whose employment terminates for any reason other than as 
wove set forth in this paragra S (a) f which the bonus and salary com 
ittee shall be the sole judge, may retain his rights to earn out unearned bonus 
rds to such extent as the bonus and salary committee may decide However, 
if he shall thereafter act or conduct himself in a manner inimical or in any 


ral Motors, of which the bonus and 
Ssniary committee shall be the sole judge, he shall lose his rights thereafter, 
beginning with the first of the month in which such act or conduct occurs, 
to earn out unearned bonus awards; except that no installment or amount paid 
or delivered prior to the date of the decision of the bonus and salary committee 
shall be required to be returned.” 

The General Motors bonus and salary committee, which consists of five direc- 
tors who are not employees and are ineligible to participate in the bonus plan, 
has already ruled—as it has previously ruled in all cases involving terminations 
of employment arising out of retirement in accordance with the provisions of 
General Motors retirement program for salaried employees—that you may 
retain your rights to earn out the unearned installments of bonus awards 
referred to above subject to the above quoted section of the bonus plan. The 
committee has also ruled that any action or conduct by you while serving as 
Secretary of Defense will not be regarded as inimical or in any way contrary 
to the best interests of General Motors Corp 

The payments which you will be entitled to receive as earned-out portions of 
bonus awards heretofore granted to you, in accordance with the foregoing, are 
as follows 


way contrary to the best interests of Gene 





On January 1954 I would receive 605 shares of common stock and 


$280,534.84. 


Senator Byrrp. Will you receive anything in 1953? 


Fe 


sone 
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Mr. Wutson. In 1953—TI have already received it. 

Senator Jonnson. What is the value of that stock, the par value? 

Mr. Witson. The par value is $5. The market value is about $65 
or $66, something like that. Some of you probably have some. I 
doubt if I am the only man in this room that has any—but I do not 
know. 

Senator Hunr. As far as I am concerned, you are. 

Senator Jounson. Well, 1 do not have any or I would know what 
it is worth. 

Mr. Wutsox. On January 1955 I will receive 604 shares of stock and 
S903.585.40. 

On January 1956 I will receive 333 shares of stock and $130,793.88. 

On January 1957 I will receive then, which is the last payment of 
the 1952 award—as you see, the amounts are dropping off each year 
I will receive 195 shares of stock and $64,764.10, 

Continuing with the letter: 


As a retired employee you will participate in the noncontributory retirement 


benefits 
this isa pension I am talking about now 


and the contributory retirement benefits provided for in the General Motors 
retirement program for salaried employees. Based upon your credited service 
for the purposes of the noncontributory portion of the program and your con 
tributions and participation under the G¢ontributory portion of the program, 
you are entitled to receive the maximum benefits which determined on an 
annual basis, amount to $40,000 per year, of which approximately $10,300 rep 
resents the benefit payable under the noncontributory portion of the program 
and $29,700 represents the benefit payable under the contributory portion of 
the program. However, retirement benefits are payable on a monthly basis for 
the lifetime of the retired employee with a guaranteed aggregate amount of 
monthly retirement benefits under the contributory portion of the prograr 
only, equivalent to a total of 50 monthly payments or 125 percent of the c 


tributions made, whichever amount is greater 


What that is trying to say Is that the mon e\ | paid into it. even if 


somet! 


¢ happened to me before the amounts were paid out, my 
estate would get the equivalent of 50 monthly payments. 


In view of the fact that you are retiring after age 60 and prior to age @ 


u r conditions that are mutually satisfactory to the corporation and yout 
self your monthly payment of $3,333.33 (payval le part by insurance com 


panies and in part out of the pension trusts managed by independent bank 
trustees) will commence on the first of the month following the month in which 


your retirement occurs and on this basis, in the event of your confirmation by 
the United States Senate in January 1958 as Secretary of Defense, your fi 
monthly retirement benefit will be payable on February 1, 1953 


That is treating me only like General Motors treats anvone e| 
that retires under the same condition 


\s vou know under the General Motors gro » Ihsurance program v) 
provides n addition to relatively small accidental death and dismemberme! 
benefits up to a maximum of 84,000 ife insurance wit a life nsurance 
pany in an amount equal to approximately double the annua ilary of at 
employee, with a maximum of $100,000, fo ( Iie es receivin salaries 
$50,000 or more per year, you have a participating certificate for the ax 
amount Upon your retirement u will have t | llege, accorded to 
( ! vees who retire under mutually sat retor ions under the Gone 
Motors retirement program for salaried emplovees, of continuing the life in 
Su ee coverage in the amount of S100,000 hi lid ecidental death and dis 
memberment benefits, until vou reach age 65 hy king a eontribution of Sho 
per month, which with a contribution from the « poration of $22.32 per onth 
is paid to the insurance compan) I understand that you have paid your con 
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tributions in full in the aggregate amount of $1,500, which follows a precedent 
already established. 

In other words, I paid the lump sum and cleaned it up, so there is 
nothing that hangs over. 

Commencing with the first ofthe month following the month in which you 
attain age 65, namely on August 1, 1955, you will continue to have the benefit of 
your life insurance, as do all other employees who retire at age 65 or between 
ages 60 and 65 on a mutually satisfactory basis, subject to the provisions of 
the insurance contract, without further contributions on your part but with 
the corporation continuing to make a monthly payment at the rate of 72 cents per 
$1,000 of life insurance representing the monthly contribution of 50 cents per 
$1,000 previously payable by you and the monthly payment of 22 cents per $1,000 
previously payable by the corporation, subject, however, to a reduction in the 
amount of insurance represented by your certificate at the rate of 2 percent or 
$2,000 per month commencing August 1, 1955, and continuing for the next 3 
months including June 1958 when the amount of insurance becomes and con- 
tinues to be for your lifetime $30,000. 


In other words, the thing tapers down after 65, and after you retire. 

With respect to your stock interest in General Motors Corp., both direct and 
indirect, on the basis of the records of the corporation, supplemented by infor- 
mation furnished by you, exclusive of the stock portions of bonus awards listed 
ubove which have not been earned out, you are the beneficial owner of 39,470 
shares of $5 par value common stock of General Motors Corp. 

In conclusion, I might point out that all of your rights and benefits upon your 
retirement, as set forth above, are the same as the rights and benefits of all 
employees who have participated in the corporation’s plans and who have retired 
under the General Motors retirement program for salaried employees on a mutu- 
ally satisfactory basis. 

Senator Byrp. I understand, Mr. Wilson, you purchased 39,000 
shares at $d. 

Mr. Witson. No—what do you mean ? 

Senator Byrp. Has that 39,000 shares already been assigned to 
you 
' Mr. Witson. I own it. It is mine. 

Senator Byrp. That is your total holdings? 

Mr. Wuson. In General Motors stock. 

Senator Byrp. Is it 39,000 shares? 

Mr. Witson. 39,470. I did think maybe I would sell about 600 
shares. In this letter that I turned over to your eng 4 I made a 
correction in ink because I did not sell the 600. When I finally paid 
my income tax and made an estimate of what my cash requirements 
woul l be I fins ally decided I did not have to do it, and I think pretty 
well of it and decided I would keep it. 

Now, I have some other interests that I will tell you gentlemen 
about 

I mentioned this oil and gas company in Texas, the La Gloria Co. in 
Corpus Christi. I own 37,650 shares of stock in that company. It 
has, perhaps, some thing less than 100 stockholders, mostly members of 
the families of the people that started the business and their imme- 
diate friends. It has no established market value but it is a very nice 
profitable operating little company. As I say, I have retired from it 
und have no other relation than simply an interest in it. My stock 
amounts to about 7 percent of the company—I am talking about the oil 
and gas company. 

I would like to point out in the case of General Motors, my holdings 
may sound like a lot, and they are a nice asset for anyone, as a per- 
centage of General Motors they are less than one-half of a tenth of 1 
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percent. In other words, there are eighty-eight-million-and-some-odd 
shares of General Motors stock, so my ownership is very small, from 
that angle. 

I own 9,272 shares in the Texas Illinois Natural Gas Pipe Line Co. 
Now, the reason I happen to have that, and that pipeline only has 
been operating perhaps a year, is that the line was promoted by two 
groups of people, a Chicago group that was going to consume the 
gas and a Texas group that was going to supply it. A small portion 
of the gas comes from this La Gloria Corp., so I knew about it. I had 
some rights to subscribe to the stock. I thought it was a good thing 
to do, so I did it. That stock is currently selling somewhere around 
$20 a share over the board in Chicago. I paid little attention to it 
because I thought it was a sound kind of a thing and I had no inten- 
tion of either buying any more or selling what I had. 

I have 308 shares in this Anderson bank that I was telling you men 
about. Incidentally, I sold General Motors stock around $8 a share 
to keep that bank solvent, so I thought I would keep this small amount 
of it. Some of my family have some additional stock in it, but that 
is that. 

Now, the National Bank of Detroit, I have 15,000 shares of stock in 
the National Bank of Detroit. That happens to be 1 percent of the 
bank. In the tough days of 1933 when the banks were all closed and 
things were awfully tough, I decided—I had some stock in the prede- 
cessor bank that was closed—I decided I would not like to be frozen 
out at the bottom, that a sound bank was necessary to the business 
and economic life of our country, and I would go back in it, so I 
scratched up $100,000 and plunked it in—and not very many Michi- 
ganders did. 

I might tell you a little story about that. Bill Knudsen was in 
Europe and he was sick, so I had extra responsibility in Detroit. 1 
was not too old in those days and it was a little heavy on my shoulders. 
I think I was 43. Mr. Brown called me ip from New York. He was 
chairman of the finance committee of General Motors, and with no 
more discussion or anything else he said, “C. E., will there be rioting 
in the plants tomorrow morning if the banks don’t open?” 

I said, “What did you say, what was that?” That was about 4 o’clock 
in the afternoon. 

He said, “Will there be rioting at the plant tomorrow morning if the 
banks don’t open q”? 

And I said, “That is a terrible question to ask me. I don’t know.” 

Well, he said, “Very confidentially, they are not going to open, and 
I wanted you to know so if you thought the property was going to be 
- amaged or there would be trouble, that you could post the necessary 

guards and take whatever action you thought was necess: iy. 

And I thought about it for a while and I told him, “The American 
people are restrained and reasonable people. I don’t think any one of 
our employees is going to riot in the plant. The worst that could 
happen, if somebody stirred them up, they might crack a few windows 
in the bank, but I don’t even think the "vy are going to do that.” Well, 
they did not, but it was a tough one. 

Well, of course, as you know, progressively the banks closed all over 
the whole United States. After they closed in Detroit, which was 
early in February, you remember, Mrs. Wilson had given a check 
to Mr. Stroup for our meat and groceries, which Mr. Stroup had not 
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cleared before the bank closed. Mrs. Wilson was bothered about it. 
She said, “We have eaten his meat and he should be paid.” 

I said, , there is the Anderson Bank, and 1 will give you a 
check on the Anderson Bank,” and I gave her one, but unfortunately 
before that cleared the Indiana banks went down. I had been in New 
York and I said to my friend, “Albert Bradley, what is the strongest 
bank in New York?” 

Albert said, “I don’t know, but the Bankers Trust will close either 
jus t before or jus st after the Federal Reserve.” 

So I took my General Motors check and put it in the Bankers Trust 
and I came back to Detroit. Mrs. Wilson found the Anderson check 
was no good and she was worried about Mr. Stroup not getting his 
money. I said, “I will give you a check with the Bankers Trust in 
New York.” 

She said, “Don’t bother with your checks any more, just. bring home 
the money.” 

The next morning the banks were closed all over the United States, 
and the Bankers Trust check would have been no good either 

Then, our treasurer came into my office and he said, “We cannot pay 
the men. We are going to have to post a notice in all of the plants 
that we cannot pay. We have no cash to do it and no banks are open.” 

So I studied what kind of a message to put up at the plant to tell 
the workmen the re was no pay for their work, and I felt terribly bad 
about it, but I worked up a statement. And then Mr. Prentice, our 
treasurer, came in all smiles and said, * You don’t need to do that, we 
are fFoinge to be able to pay. , 

| said, * ‘How in the wor Id will you be able to do that 7” 

He said, = T he treasurer of the Kroger ( mrocery Co. called and asked 
me as a special favor, wouldn't we take millions of dollars off of their 
hands? The peop le were rushing to the food stores and buying food. 
They were trying to turn their money into thir ngs they needed. Our 
erecdlit was good with Kroge I's so we got the money. 

Chairman SavronstarL, Excuse me. The Chair would like to put 
this question to the committee. 7 nator Kefauver is sick and asked 
that his administrative assistant be admitted. The Chair said that 

e felt we would be glad to hear the Senator, but if we started admit- 
ting people who were not Senators, no line could be drawn, and the 
Chair accepts the responsibility of saying that he should not be 
admitted. 

Senator FLanpers. The Chair is correct. 

Senator Hr nT. | agree. 

Chairman SavronsraLy. Will you please proceed, Mr. Wilson ? 

Mr. Witson. Well, the end of this story—and I hope I do not bore 
you men by talking about some of these things which I am just using 
is a little background to show why I had anything to do with the 
hai king business. Well, we did pay the employees i In cash, and ] got 
little bit of the Kroger Grocery cash and I brought it home and Mrs. 

lson paid Mr. Stroup and she thinks now that I am pretty good, 
because I did bring home the bacon when the going was pretty tough. 

1 have some other miscellaneous assets. I have two or three small 





farms that I am sort of fooling around with. I have got some very 
fine cattle and my son has a farm and cattle also. I was looking 
forward to taking a little more interest in something like that as I got 
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older, figuring that I could not just drop off the cliff that July when 
I became 65. I have been too active not to have anything to do. 

I have a few miscellaneous small overrides, as they call them in 
Texas, that do not amount to much. 

I have a few Government bonds. I have been buying $500 worth of 
Government bonds a month for many years, ever since the program 
started. We had a very good program in General Motors to get the 
employees to save and to put their money into bonds and I thought that 
as lone as I was advoe ating that the rest of them do it, 1 ought to do it 
myself. 

I have a home in Bloomfield Hills and I have a small summer place 
on a lake in Michigan. 

That is about it. 

Chairman SaLronstaty. You have forgotten one thing: have you 
not ¢ 

Mr. Wirson. What is that ? 

Chairman SavronsTaLy. From pictures I have seen, 1 would 
that you have a lovely wife and very fine children. 

Mr. Witson. That is right. Five of them happen to live a rela 
tively short distance from our home in Bloomfield. 

When I was struggling with the idea of whether I would take this 
assignment or not, whether 1 could contribute or not, or whether | 
should, I got the family to come over to my home—I have one daughter 
that lives In Flor ida, | call her my rebe | dauehter, so she could not be 
there 

They were talking about the problem, and the family saide “Well, 
you do what you think is right. Don’t WOrry about us any more. 
Don't Worry about money, You have been very eood to allofus. If 
you worked hard at General Motors for another two and a half vears, 
you might leave another S100.000 apiece to us when you die, but we 
don’t want that. We think vou can do something dow } there and if 
you feel equal to it, you should LO 

My second son who happened to have taken an active interest in 
the ae and had been a great supporter of General Ike and 
Nixon, said “Dad, I didn’t think you would ride in on my coattails so 
quick.” (Laughter. | 

I might tell you one more little story. I was down in Texas and 
the Mexicans had built a pipeline from Monterey to the Rio Grande 
River, and this gas and oil company I told you about had built a 
line from the gas field to the Rio Grande and was selling gas to the 
Mexicans. So, quite a few people came up from Monterey and I met 
a very fine man who said, “Mr. Wilson of General Motors, do you have 
any diffi ulty in finding capable young men that can grow and handle 
respol ibility 4 How ao you get a vood orgal Zation ¢ How do you 


get og cood peop le? Is that a problem W ith you q”? 

I said. “Sure it isa problem. It is one of the No. 1 problems of top 
management of ws big enterprise. What about you?” 

He said, “Oh, it is our biggest problem. I have tive requireme nts 


of a young man sha would work for me, for one of our companies 
IT said, “Woul | you mind telling me what they are’ 
And he said, ‘No. 1, he must be an honest man. 
And I said, “I check on that.” 
And he sald, “No. we he must know something about the job he 
is employed for, be interested in it and want to learn more.” 


28017 
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I said, “That is fine, I would check on that.” 

He said, “No. 3, he must like to work.” 

I said, “You mean, he mustn’t think he is sick — n he sweats?” 

And he said, “That is exactly it. And, No. 4, he must be well 
thought of by his neighbors; for instance, he must not get drunk at 
the wrong time.” 

And I said, “Check on that.” 

And he said, “No. 5, he must be a damn fool.” 

I said, “I don’t understand that.” 

He said, “Why, with those four good qualities, he would be a success 
in anything he tried to do. He should work for himself; he should 
not work for me, for my company, because he would have to be foolish 
about it.” 

Well, that is the kind of men I have been looking for to try to help 
me with this defense job. The “damn fool” business is not quite right, 
but they have to have some extra enthusiasm or patriotism or some- 
thing, because it is a tough assignment and they have to be—well, the 
“damn fool” thing is not right, but they have to be a little different 
or they will not take it at all. 

I think I have got four of them outside there that fulfill those 
qualities—and perhaps I do myself; I hope so, at least the first four, 
and I must have the fifth one, or I would not be here. 

Now, if you have any questions, I shall be glad to answer them. 

Chairman SarronsratL. Thank you, Mr. Wilson. The Chair would 
like to ask a question and then we will pass it down across the table. 

Do you have any relationship with General Motors in connection 
with your stock ownership, the bonus that is coming to you over the 
next 5 years, is there anything in connection with the oil company or 
the pipeline company or the National Bank—which are your big hold- 
ings—which makes you feel you cannot be perfectly impartial, and 
do your very best possible in the interest of the Government of the 
United States in the very important job which you will hold? 

Mr. Witson. Certainly not. I said my ownership in General Motors 
is very small in percentage. 

Now, actually, it sounds a little funny, maybe, but I have been a 
great believer in our American system. I have figured that if I worked 
in my job, the system would take care of me. I sort of neglected my 
own affairs, really, in a certain way—but they did pretty well be- 
cause I worked at the things I was supposed to be working on. 

Now, no one has any finger on me in any way, except our Govern- 
ment, and the simple purpose that I have in mind—this sort of made 
it easy for me finally—it is the security and welfare of our country, 
that is all I am interested in, and I have so much bigger stake in our 
country than I have in any one of these little bits of business. 

Chairman Sarronsrautu. If you have a renegotiation of contracts 
with the General Motors, will that be embarrassing to you ? 

Mr. Witson. I would have nothing to do with that. 

Chairman SauronstaLn. Well, that might ultimately be before you. 
That would not bother you in any way ? 

Mr. Wirson. No, because I do not foresee where it could, but if 
something did, I will say that I will not have anything to do with 
that. Somebody else will have to settle that. ; 

I think I reasonably know what is right or wrong in business, other- 
wise I would not have gotten along in General Motors because in 
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General Motors if I wanted to do something crooked, there are too 
many honest men that would not go along. You cannot be that kind 
of man and do such things in a big business. 

It is not really understood actually to what degree the big corpora 
tions of our country do follow the homely virtues of industry, thrift, 
and horesty. They are built on that, and to the degree that they 
follow them, they prosper. 

Chairman SarronsTaLL. Senator Russell / 

Senator Russett. Mr. Wilson, did you recommend the gentlemen 
who have been named as Secretaries of the Army, Navy, and Air? 

Mr. Witson. How was that? 

Senator Russein. Did you recommend the gentlemen who have been 
designated as Secretaries of the Army, Navy, and Air, or were you 
consulted after their designation ? 

Mr. Witson. I recommended them. 

Senator Russet... When / 

Mr. Witson. When the general asked me to take the job, he said, 
“Now, I will tell you something. No. 1, there is nobody going to go 
into your Department unless he is acceptable to you. No. 2, I expect 
vou to take the initiative and dig up the men to help you. Of course, 
I want to meet them, but you take the initiative and do it.” 

So, they are at my responsibility. If they are not good men, it is my 
fault. But they are good men. 

Senator Russet. So the three who were selected, then, were your 
selections ? 

Mr. Wirson. Including my deputy, also. 

Senator Russeti. Well, I had assumed your deputy was, but I was 
referring to the Secretaries. 

Mr. Wiison. Yes, sir. 

Senator Russetn. Of the various departments? 

Mr. Wiuson. Yes, sir. 

Senator Russet,. Did you make a careful check into the background 
of each one of those three men ? 

Mr. Wison. Yes, sir. 

Senator Russett. You found nothing in the background of any of 
them that disturbed you ? 

Mr. Wirson. I did not do it on the FBI basis, you understand, but 
I did with a good many of my business friends and in various ways. 

I knew Bob Anderson in Texas and I knew some of my Texas friends 
thought that he was a very top man. I know Governor Shivers, whom 
I called from Honolulu to see if he could meet me in Austin, and he 
said he would. 

I said, “What kind of an assignment do you think Bob Anderson 
would be qualified to take in the new administration ?” 

The Governor looked me straight in the eye and said, “You cannot 
cive him too big a job.” He is not as well known in the rest of the 
country, but down in Texas they know he is a good man. You havea 
Texan on your committee. 

Senator FrLanpers. There is, right there [indicating Senator 
Johnson }. 

Mr. Wirson. I will ask you, Is he a good man? 

Senator Jounson. Yes; I think he isa good man anywhere. 

Mr. Wiison. As to the other men, I have known Bob Stevens for 
quite a long time. He has been prominent in the Advisory Council 
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to the Secretary of Commerce. He is very well thought of by a lot 
of people that I know well. He is a very sincere, modest, and capable 
man. 

I have known Harold Talbott for years. Harold’s father and Mr. 
Kettering started the original Dayton Wright Aircraft Co. in Dayton. 
He is a keen man and he has been interested in air since the beginning. 

Senator Russet. Did you have occasion in your investigation of 
Mr. Talbott to go into the report that Mr. Charles Evans Hughes made 
of the activities of the company he had during World War I? 

Mr. Witson. I knew about it; yes. I guess the record speaks for 
itself. There was nothing stuck on Harold or his father or Mr. 
Kettering about the whole business. He was repeating it to me again 
coming over in the car this morning. 

Senator Russeii. Did you examine the records yourself or did you 
rely on him ? 

Mr. Witson. No; but I knew a good deal about it because in World 
War I, I was an engineer at the Westinghouse Co., and I designed 
the first electric starting motor the Westinghouse Co. made in 1912, 
I worked during the war on equipment for the airplanes; the airplanes 
that had been made up to that time had no provision for communi- 
cations. I designed a little generator to stock out on the wing.The 
Morse code was about the only thing they used to communicate at 
that time. I designed some little portable radio sets in which you had 
those old crystal receivers and there were two parts, one was the battery 
and the other equipment, and a dynamotor to get the high voltage—so 
IT knew a food bit about it. 

After I came with General Motors, which was right after the war 
in 1919—and during the war I designed the electrical equipment for 
the class B Army truck. Somebody had the idea to have a special 
brand-new truck, and it was built. Well, I knew a good bit about that 
area of the activities and something about the Dayton Wr ight Co. 

I think th: at it would be better for you to ask Harold himself about it. 

Senator Russeii. The only reason I asked you was because you said 
vou had examined the background of these men and recommended 
them. 

Mr. Wiison. Yes, sir. 

Senator Russet. And I was asking the question to clear up some 
questions in my own mind. This report wherein Mr. Hughes was 
appointed to examine into these contracts with these companies, one 
of which Mr. Talbott. was president, recommended that a former busi- 


hess associate of Mr. Talbott who had been commissioned in the Army 
and was in charge of that division be court-martialed for improper 
disclosure to those having contracts with the Government. That was 


approved, as I understand, by the Judge Advocate General and every- 
one else, but some Way or another, it stopped in the Oftice of the Secre- 
tary of the Army. 

Did you know a suit was filed against the company ? 

Mr. Wirison. Oh, ves. I even know somebody tried to shake him 
dow Someone told him that if his company paid $250,000 the whole 
thing would be stopped. 

Senator Russett. Who made that proposition, Mr. Wilson ? 

Mr. Wintson. You will have to ask him. From his angle it was all 
an attempted shake-down. It was finally all settled on the basis he 
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had done no wrong. But ask him about the details of it. It is a long 
time ago. 

Senator Russeiy. But, since you supported and approved him, I 
think it is fair to ask you about it, as head of the Defense Depart- 
ment, 

Mr. Witson. That is all right. I know there was such a suit, and 
to my mind it was settled on the basis of the facts—you know, because 
a man is aceused of something does not prove he is oulty. 

Senator Russet. Not at all. 

Mr. WILSON, Especially in this political area, 

Senator Russeti. But I was interested because a suit was filed by 
the Attorney General of the United States. 

Mr. Winson. W I], | wuess we have not had quite the kind ot men 
always we would like to have—or maybe they had rather bum assist- 
ants at times. 

Senator Russeiti. The suit was filed in 1922, was it not ? 

Mr. Witson. Yes, sir. By that time I was working in General 
Motors, you see, and I was living in Anderson, Ind., which is not very 
far from Dayton. Later I operated a plant in Dayton which was 
part of the 1) lco Remy ('o. I know a eood bit about the whole ante- 
cedents of the people of Dayton. 

Senator Russety, Are you stating on your responsibility as the 


onate for Secretary of Defense tha 


lit was a shake-down 


t this i 
or is that hearsay or what? 

Mr. WILSON. ‘No, I said there was an effort made to s} ale down. 
He fought the thing for 1] year and finally vot it settled on the ri 
kind of basis on the record. But, ask him about it. All I can say 
is that I think he is an honest man. I think his father and Mr. Ket- 
fering al d the olonel were honest men and did hot do anything wrong. 
\s far as I know, the records finally show that. 

Senator Russet. You never read the report filed by Mr. Charles 
Evans Hughes? 

Mr. Winson. No. 

Senator Rt SSELL, You do not think Mr. Hughes would participate 
in any shake down, do you ? 

Mr. Witson. No, sir: I do not. 

Senator Russetni. Do you know Colonel Deeds ¢ 

Mr. Wuson. Yes, sir. 

Senator Russet. What iS your opinion of Colonel Deeds ? 

Mr. Witson. A fair and honest man, a capable man also. 

Senator Russeti. Do you have any information as to the nature 
of the contracts, which the suit concerns, of the Dayton Airplane Co. 
and the Dayton Metal Products Co. which they had with the Govern- 
ment ¢ 

Mr. Wison. No: I do not know too much about the details of it, 
except I do know this, that our country was in quite a bad shape and it 
was hard to get competent people to do anything in a completely new 
area like this, and I know these men went ahead and did the best they 
could with whatever contracts they had, and the people that placed 
the contracts were damn glad to find somebody that would even 
undertake the fob. 

Senator Russett. Did you ever read the report of Subcommittee 
No. 1 on Aviation of the House Select Committee on Expenditures of 
the Sixty-sixth Congress/ * 
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Mr. Witson. No; I did not. 

Senator Russet... I have no other questions. 

Mr. Witson. I did say this to Mr. Talbott, and we discussed this 
when we talked about the job. I said, “Harold, are you going to cut 
all your business connections‘” He said, “Yes.” I said, “Are you 
going to try to stop making any money?” He said, “Yes.” He said, 
“I am 64 years old. If I can do one last job for my country I would 
love to do it, and you know I have been interested in aircraft and 
aviation all my life since I was a young man,” and I think Harold will 
do just exactly that. 

Chairman Sauronstaty. Are you finished, Senator Russell ? 

Senator Russe... I suppose so, for the time being. 

Chairman SaLronstTaL.. Senator Bridges / 

Senator Bripces. I would like to ask just one question. Is there 
anything in your judgment, in assuming the position of Secretary of 
Defense, as to your conduct of the office, that will conflict with your 
eee even a small part of, a very small fractional percentage 
of, General Motors stock? In other words, in your judgment, Mr. 
Wilson, will you tell the committee—you probably have already, but 
will you tell the committee—whether or not there is even the slightest 
question in your mind as to whether there ever will be any conflict of 
duty or conscience between them ? 

Mr. Wirson. I am sure there never will be any such conflict, and I 
am sure that General Motors would not want it. My goodness, I 
wouldn’t. 

You know, I do not belong to that exclusive club that has been 
indicted for anything, and I never want to join, and I never expect to 
do anything that would have even the appearance of wrong. 

Senator Brincges. Are you directly or indirectly going to attempt 
to maintain any contact, official contact, with General Motors after 
vou take the oath of office as Secret: iry of Defense / 

Mr. Witson. No, sir. : have no such intention, and I have sort of a 
feeling of nostalgia over it, because I have some marvelous friends in 
the company. 

Of course, they will still be friends of mine, I hope. I may see 
them socially or occasionally, but I will have no relationship with 
General Motors, and the fine men who are running it would not want 
me to. Neither they nor I want to have anything that looks even like 
a suspicion of something. I would like to be like Caesar’s wife, you 
know, above any possible suspicion. 

Chairman Sauronsraut. Senator Byrd? 

Senator Byrp. Mr. Chairman, I think Mr. Wilson has made a very 
clear and a very frank statement. 

From the standpoint of his financial situation, I do want to ask 
one question: This General Motors Shares, Inc., will you explain what 
kind of corporation that is? 

Mr. Wirson. It was formed in 1923. As a young man, I went up 
from Anderson, Ind.; we had a pretty good year in General Motors, 
and I was expecting that I would get the first bonus. Instead of 
that I was asked to dig up some money, and it was a corporation 
formed of about 75 General Motors executives and,’ fortunately, I 
was one of those who was invited to participate in raising $5,000,000 
to buy a block of stock which the du Pont Co. had taken off the market 
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when Mr. Durant got into financial trouble in 1920, 1921, the depres- 
sion following World War I. 

Now, I have A and B shares. 

Senator Byrrp. That was not included, was it, in your statement? 

Mr. Witson. How is that? 

Senator Byrp. You did not include that in your statement. 

Mr. Witson. That is in my total, the A shares and B shares of 
General Motors Shares. 

Senator Byrp. This is a separate corporation, is it not? 

Mr. Wirson. That is right. The shares equivalent to two shares 
of General Motors since the General Motors’ stock split some time 
back. Before that they were equiv: alent to one, and it really now is 
simply a little holding company that happens to own General Motors 
Shares. It is like one of these investment trust things, but you can 
change your shares to General Motors Shares, if you want to. 

Senator Byrp. How much stock do you own in that ? 

Mr. Witson. I have out of the 39.470 shares, 21,000 are in that com- 
pany; 18,470 are the common shares on the market. I am going to 
leave with your secretary extra copies of exactly what I have. 

Senator Byrp. In other words, you included in approximately 40,- 
000 shares of General Motors that you own, you included your owner- 
ship i in the General Motors Shares. Inc. ? 

Mr. Witson. Yes; that is correct. 

Senator Byrp. That is a separate see fc gh 

Mr. Wison. Yes: but it has the beneficial ownership of General 
Motors Shares, and I reported it in the total. 

Senator Byrp. The total ow nership 1 is 40,000 shares from all sources ? 

Mr. Witson. Yes: a little less. 

Senator Byrrp. The list you gave to the committee was a list of all 
the shares of stock? 

Mr. Witson. I had a few miscellaneous shares of stock, and I sold 
them so that I did not have to bother about them. 

Senator Byrp. You do not own any shares in du Pont? 

Mr. Wirson. I do not; I never did. 

Senator Byrn. Those are all the questions I have. 

Chairman SALTonsTALL. Senator Flanders. 

Senator Fianpers. Mr. Wilson I have no doubt but what you realize 
that you can feel ~ fectly satisfied with your past, present, and future 
relationships with General Motors, and we can feel perfectly satis- 
fied, but it is in the nature of things that you nevertheless will be 
criticized, that is, the columnists will be eager to follow through every 
possibility of a shade of a connection; you have made up your mind 
to endure that, I imagine? 

Mr. Wirson. Well, IT will have to as best T can. You men know 
more about that than I do. I suppose you get on the receiving end 


or the wrong side once in a while, too. As far as I am concerned I 
will tell you this, the columnists are not going to run the Defense 
Department. 


Senator Frianprers. Well, none have been presented to us for ap- 
proval anyway. 

Mr. Wirson. No: but they are not going to do it indiree tly either. 

Senator FLuanpers. I want to a? clearly into the record one thing 
which is, perhaps, clear now. In January 1954 you have something 
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coming to you, again in 1955, and again in 1956, and again in 1957. 
‘These are diminishing returns? 

Mr. Wirson. That is right. 

Senator Fianpers. It is, I think, clear, but I would like to have 
it clearly stated that these payments to you are for past services 
comp lete ly ¢ ¢ 

Mr. Witson. That is absolutely correct. 

Senator Fianpers. So that they are due you? 

Mr. Wiison. And the reason they diminish is because the different 
years get paid out. 

Senator FLANpErs. Yes. 

Mr. Witson. You understand the last payment is the fifth payment 
for 1952; and the year before I had a 1951 payment and a 1952 


Senator FLanprers. What was the reason for distributing these earn- 
g 1 this way by spre: ading them over abd year period ¢ 
Mr. Winson. There were two reasons for it. In 1946- and the plan 


was modified in 1947 and approved by the shareholders—we had a 
very bad experience. We had the big strike, we had the difficulty of 


reconverting our plants: we all worked day and night at the job, and 
we got no bonus whatsoever for it, because during the war to clarify 
the whole bonus matter we had changed the plan, and paid the bonus 
out in one lump sum. 

The old plan before the war had been four payments, and in 1947 
we looked it all over again and decided that it would be better to have 
the five payment p ylan. 

It really is sort of a four-payment plan because you get the first 
eee SO promptly after the first of the year, SO it goes on for 4 
years actually. 

Also, I do not want to brag, but General Motors men had quite a 
reputation for capacity and ability, and the corporation, in its selfish- 
ness, wanted to keep the men tied to the company so that they would 
have a stake hanging out there, and if one of the men leaves and goes 
to some competitor he loses that stake, 

Senator FLanpers. That, perhaps, is the point that I wanted 
come to that you, nevertheless, are freed from any bonds of that. sort 
which might arise under these 5-year payments by the fact that the 
directors have said that no matter what “skullduggery” you engage 
in 

Mr. Witson. For the Government. 

Senator FLAnpers (continuing). For the Government, against the 
interests of General Motors, that these payments still go on? 

Mr. Wiurson. That is right. 

enator FLANpERs. I just wanted to make sure we had that in the 
record 

Mr. Witson. That is correct. 

Senator FLANpDERS (continuing). The significance of that vote on 
the part of the directors 

Mr. Winson. But if General Ike kicks me off this job because I ean- 
not make eood at it, and then I look around and decide, well, maybe 
[ could help some other automobile company or something similar, 
then I will lose whatever is still coming. 

Senator FLaNnprers. Yes. 
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Mr. Winson. But I am not going to do that. If ] vet kicked off the 
job, I am going out to a farm somewhere and recover my health, 
because I am either going to make good on this job or get sick. 

Senator FLianpers. All right. Thank you. I just want to make, 
Mr. Chairman, one other observation about business morals in gen 
eral in this country and about General Motors’ morals in particular. 

There is the assumption the world over that American business is 
based on exploitation, whereas big and successful business is based on 
operations that are mutually profitable. That is an idea that the rest 
of the world does not believe in, but it is the basis of American bus! 
ness everywhere except in certain dark and dirty corners which are 
not in the light of day : and on the basis of that assumption, and the 
nature of American business, we can take these assertions—I can take 
these assertions—of Mr. Wilson as to his disinterestedness, disinter 
ested service for the Government, at full value. 

I do want to make this little observation: I went down to South 
America between election day and Christmas—I felt the country was 
in safe hands and General Ike was getting enough advice and didn't 
need any more, so I left the country, and while down there among 
the cities I visited was Buenos Aires. I found that General Motors 
plant in Buenos Aires in a very sad state of affairs. They were doing 
some work on refrigerators, and otherw ise they were assembling some 
other cars. 

Now, they could have been alle wed to import General Motors parts 
and assemble General Motors ears, as the \ had in the past, if they had 
been willing to pay certain sums over to Government officials and 
re: j 
They were unwilling to do SO, and, conseq ti ntly, were as embli vy 
cars for a German firm which had been willing to “grease” the ways 
a little bit. Is that a fair story ¢ 

Mr. Witson. The first part is true; the German part of it I do not 
know. 

I think in that case 1t Was more a question of exe hange. I think 

Senator Fianpers. It might be. 

Mr. Witson (continuing). The one trouble with our country, a good 
many of the products of Argentina are in the food area, and we have 
tariffs on that: we talk about the hoof-and-mouth disease, and make 
them mad about that. too, so they do not feel as kindly at the moment 
n Argentina toward Americans as I wish they did, because they do 
not quite understand us, and maybe we do not understand them too 
well, either. 

Senator Franpers. I withdraw any accusation against the Germa 
firm. 

Mr. Witson. Yes: I do not know about that. 

Senator FLANprERs. Yes. 

Mr. Wu SON, | would doubt it iy self because we have bee] pretty 
careful all over the world. 

Actually, I have an interesting little story. After the sit-down 
strikes, Bill Knudsen called me into the oftice and he said, “We want 
you to be the chairman of our committee to negotiate this first con 
tract with the union.” The men had gone to work under the simple 
statement that we would recognize the union for its members. 

The union had four men on their side, two of whom, incidentally. 
were Communists or at least had very communistic leanings. I said 
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to Mr. Kundsen, “Of course, I will do anything you want me to do, 
but why do you want me to take this on?” I have no experience, no 
special experience, with organized labor or labor unions. “Why don’t 
you take it on? I will help you; you know more about it than I do.” 

He said, “Well, to be perfectly frank, you talk more than I do and 
you have more patience.’ 

Well then, I had the job, and then some of my friends said, “Why, 
you do not understand this union business, you have got to pay off 
somebody, that is the way to handle it.’ 

I said, “Not me.” 

So the next time we had a meeting, I had heard a rumor that $50,000 
might fix some of our problems. I looked them all in the eye, and said, 
“I just want to get this straight. General Motors hasn’t got 5 cents 
to pay in money. We are going to settle our problems on the basis of 

right and fair for the workmen, the union, and the company, and 
we are not going to have any monkey business. Let’s get it all 
straight; get it on the table here, and that is it.” The union men I 
have dealt with I have found to be honorable men. 

There are some places in our country where it is supposed to be a 
little hard to build a new building unless you pay somebody off. We 
try to stay out of those places. Even in foreign countries we just do 
not use money in that way—life is too short. 

Senator FLanpers. That is all. 

Chairman SavronstaLL, I thank you, Senator. 

Senator Johnson / 

Senator Jonnson. Mr. Wilson, have you disclosed to the committee 
all of your financial holdings ? 

Mr. Winson. Yes. I have not listed what I consider property, like 
my home, and I have not said anything—I have the information if you 
want it, but I figure that you didn’t care if I had a couple of farms or 
similiar assets. 

Senator Jounson. I am not objecting, Mr. Wilson, to what you 
have; I am just asking, Mr. Wilson, if you have disclosed all of your 
financial holdings. 

Mr. Wirtson. I have some insurance policies, independent of Gen- 
eral Motors, that I own. I did not think you men were interested 
in that. 

l owe some money here and there, to banks, and I did not think you 
were interested in that. It is well within my assets; I mean it is rela- 
tively not large. 


Our economy isa little frozen. The things I have been interested in 
are the ones I know something about. They have been very close to 


me in one way and other. 

Senator JoHnson. Your answer would be—— 

Mr. Witson. Some of them I have had the stock for a long time. 
so inflation has come along, and the things are mostly worth more than 
what I paid for them 30,20, 10 years ago. If I sold them I would have 
to payva so0od bit of tax, which I did not care to do. 

Senator Jounson. I am not interested in what you sell and what 
you have, provided you answer the question. 

Mr. Winson. If there was a nice clean way without too much pen- 
alty for me personally to sell everything I had and put it in Govern- 
ment bonds, I would do it; but the penalty is too great, gentlemen, 
and I do not know why you should ask me to do it. 
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Senator Jounson. I am not suggesting that you do it. 

Mr. Wirson. I know you are not. 

Senator Jounson. I am just asking if you have disclosed your in- 
vestments and holdings. 

Mr. Wixson. The simple answer to that is I have. 

Senator Jounson. Mr. Wilson, how long have you been associated 
with General Motors? 

Mr. Witson. Thirty-three years last April. 

Senator Jonnson. Duri ing the period of your association with Gen- 
eral Motors, do you know of any other General Motors officials who 
have entered Government service in somewhat this same condition that 
you are now entering it so far as a bonus is concerned and the con- 
tributory and none cateiieetot y retirement plan is concerned ¢ 

Mr. Wuson. Bill Knudsen had a somewhat similar situation, al- 
though the bonus plan was a trifle different at the time. He took a 
little different kind of an assignment than as a member of the Cabinet. 
[ do not know that you had to pass on, any committee had to pass on, 
Bill Knudsen. You might know more about that, Senator, than I do. 

Senator Jounson. Do you know of any other officials, other than 
Mr. Knudsen, who may have come into Government, from General 
Motors, and if so, do you know if they continued to receive their bonus 
and their retirement benefits ? 

Mr. Wixson. There have been some men just for a short time, for 
6 months or something like that. 

Mr. Skinner was down during the worst part of the war for 6 
months. Bill Boyer more recently—I am sure you know him, Sen- 
ator-—— 

Senator Symineron. Very well. 

Mr. Wutson. As a matter of fact, it has been a little difficult to 
intrigue any of us to come down. We have been very backward 
about it. 

Senator Jounson. You do not recall any precedent so far as Gen- 
eral Motors is concerned ¢ 

Mr. Witson. Not exactly like mine. I do not think anyone has 
ever been quite foolish enough to do it before. Maybe they were not 
asked by the right men. 

Senator Jounson. General Motors is one of the largest single con- 
tractors in the Defense Department at the moment ? 

Mr. Wixson. Yes, sir. 

Senator Jounson. Do you have any reluctance to pass on General 
Motors’ contracts as Secretary of Defense or would you disqualify 
yourself ¢ 

Mr. Witson. No, I will not, and I know very much about the Gen- 
eral Motors’ policies. General Motors is not trying to make a lot of 
money out of the defense program or the war, we did not out of World 
War II. I had a good bit to do with the policies. 

Actually our whole business was approved when received by the 
Government. We did not have any trouble over excessive profits or 
anything else on account of World War II you may look up the 
record. 

Senator Jonnson. Your relationship with General Motors is such 
that, in your opinion, you would have no hesitancy in passing on any 
matter that would involve you in the future ? 
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Mr. Wixson. I would not, no, any more than I would with the Chrys- 
ler company, the Ford company, Curtiss-Wright, John Doe’s company. 
I mean, they are all going to be on their merits, and with the people on 
down in the outfit, too. We are going to run the business right, and 
I do not mean that I think efforts have not been made to do this, but 
we are going to do it. 

Senator Jounson. I conclude from what you stated previously that 
the bonus committee has already decided th: at nothing you could do as 
Secretar Vv of Defense will be « ‘considered by them as inimic al to Gene ral 
Motors 

Mr. aie That is right. 

Senator Jonnson. Therefore, you would be entitled to your bonus 
payment? 

Mr. Witson. That is right. sir: and I insisted that that be done. 

The bonus and salary committee considered various kinds of things, 
for instance: Could the y pay it all to me as a lump sum and have it 
done here before the meeting today? Our lawyers said. “Well, you 
cannot do that without coing back to the stockholders and getting their 
approval for it because the plan was approved by the stockhol lers, and 
you cannot do that. You can only do what the plan calls for,” so that 
is exactly what it is, except I have this particular resolution clarifying 
that p Int because otherwise someone might argue th: at, after all, this 
Is uite a lot of mone v,and Say, “Well, there is that mone "y hs anging out 
there, and say I am under the thumb of General Motors. 

Of course, I have always been my own man anyway, I would like to 
tel] you men; but I did not want. it to look otherwise. 

Senator JoHnson. That is all, Mr. Chairman. 

Chairman Sarronsrann. Thank you, Senator Johnson. 

Senator SmMirH 7 

Senator Smiryu. Mr. Chairman, I have no questions at the moment. 

Chairman SaLronsTaLL. Senator Hunt ? 

Senator Hunr. Mr. Chairman, you will remember something, per- 
randa half ago, we had before us the president of the United 


States Steel Co. of Delaware, I believe was the designat tion—IL believe 
his name was Ilgenfritz. 
Chairman SauronsraLu. Vice president. 
Senator Hunt. He hada sal ry of ee vear. 
In our interrogation it developed that if he gave up his salary, sep- 
rated himself entirely from his company, that Tans uld no longer par- 
ti 1] ate and would not participate ina rather fine, rather evood, rather 
ibstantial retirement payment that he had earned. 
7 His confirmation and the vote of this committee as to ap provi al, 


inged on that particular point, which was his continuing to receive 
retirement benefits. 

He refused to surrender those and, therefore this committee, as I 
remember it, did not aprove his appointment. He was up for designa- 
tion as Chairman of the Munitions Board, and we needed a very good 
man at that time, and T was disappointed that he did not receive the 
appointment. 

It seems to me, Mr. Wilson, that you are very much in exactly that 
same category. 

Mr. Witson. No, that is not so. I do not know too much about 
the detail of his situation, but I am retiring for good under a plan 
that was set up exactly for that purpose, and other men have retired, 
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not to go into Government but for other reasons of their own, and 
so my situation is different. 

If I retired from General Motors, and did not take the job I will get 
exactly the same amount of money that I am going to get now, pro 
vided only one thing, that 1 do not YO TO work for a competitor. 

Senator Hunr. Let me ask one other question. You will continue 
to be a stockholder in General Motors, is that right ? 

Mr. Witson. Yes, sit 

Senator Hunr. Heretofore we have always requested that an ap 
plicant for appointment not on quite the high level of yourself, dis 
associate himself entire ‘Ly from his stock owne rship. 

Mr. Wixson. Well, [ do not know just why you men should do 
that if it has been the previous policy , because more and more the 
corpors itions ot our coun try are be Ing owne (f by t he people, thousands 
and hundreds of thousands of stockholders, the folks of the country. 

I do not know just what a man can do. I do not particularly want 
to go into the apple business, for instance. 

Senator Byrp. I advise you not to. 

Mr. WILSON. But I think maybe Grovernment bonds are going to 
be better investments than they have been, and I have hopes that we 
are going to stop the inflation, and still do this defense job. 

Senator Hunr. Mr. Wilson, let me say this, I am not one who has 
been in harmony with this procedure that we have been following, to 
make any man who comes into the Government surrender all his stock, 
disassociate himself entirely from his company, and receive no re 
muneration whatsoever for past services. 

I have never been one who me gone along with that theory, and 

t has kept us from getting many good men. 

I did, however, think it necessary that I point out the situation 
that has prevailed here in the past, and as will prevail in your case, 
and I intend, of course, to support you for this position. That is all 
Il have, all the comment I care to make. 

Chairman Savronstatu. Thank you, Senator Hunt. 

The chairman says, in behalf of the committee, if the Chair heard 
Senator Hunt correctly, that this committee has never ordered or re 
quested anyone to divest himself of all his holdings. They simply 
wanted a clean breast of what their holdings were, and then they 
would make a decision. 

The decision in the Ilgenfritz case was one where the committee 
decided or the Senate decided not to confirm him. 

Mr. Wuson. Wasn’t he still in the position, more like a leave of 
absence from the corporation, and the corporation still paying him 
some money ¢ 

Chairman Saironstauu. Let us = complicate the record, Mr. 
Wilson. The Chair would say very briefly, the Chair understands 
that Mr. Igenfritz could not afford to give up his salary with the 
United States Steel Co. because he did not have enough money with 
which to pay his retirement allowance if he gave up his salary. The 
Senate decided not to confirm him. 

Senator Hendrickson ? 

Senator Henprickson. Mr. Wilson, you have told the committee, 
I think more than once this morning, that you see no area of conflict 
between your interest in the General Motors Corp. or the other com 
panies, as a stockholder, and the position you are about to assume. 
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Mr. Witson. Yes, sir. 

Senator Henprickson. Well now, I am interested to know whether 
if a situation did arise where you had to make a decision which was 
extremely adverse to the interests of your stock and General Motors 
Corp. or any of these other companies, or extremely adverse to the 
company, in the interests of the United States Government, could you 
make that decision ¢ 

Mr. Wiutson. Yes, sir; I could. I canot conceive of one because for 
years I thought what was good for our country was good for General 
Motors, and vice versa. The difference did not exist. 

Our company is too big. It goes with the welfare of the country. 
Our contribution to the Nation is quite considerable. 

I happen to know that toward the end of the war—I was coming 
back from Washington to New York on the train, and I happened to 
see the total of our country’s lend-lease to Russia, and I was familiar 
with what we had done in the production of military goods in the war 
and I thought to myself, “My goodness, if the Russians had a General 
Motors in addition to what they have, they would not have needed 
any lend-lease,” so I have no trouble—I will have no trouble over it, 
and if I did start to get into trouble I would put it up to the President 
to make the decision on that one. I cannot conceive of what it 
would be. 

Senator Henprickson. Well, frankly, I cannot either at the mo- 
ment, but we never know what is in store for us. 

Mr. Wirson. I cannot conceive of it. I do not think we are going 
to get into any foolishness like seizing the properties or anything like 
that, you know, like the Iranians are in over there, when they got 
into—— 

Senator Henprickson. I certainly hope not. 

Mr. Witson. You see, if that one came up for some reason or other 
then I would not like that. I do not think I would be on the job; 
I think I would quit because I would be so out of sympathy with 
trying to nationalize the industries of our country. I think it would 
be a terrible thing. That is about the only one I can think of. 

Of course, I do not think that is even a remote possibility. I think 
the whole trend of our country is the other way. 

I really have gotten the most marvelous letters over this job. They 
break me down a little bit. I am not used to having people praying 
for me and expressing such complete confidence in what I am really 
going to do for the country, and I am really sort of broken down over 
it. I would like to tell you men there is a change in the country. 
The people are not afraid of businessmen like me right now. 

Senator Henprickson. I agree with you. 

Mr. Wilson, you were out in Korea, were you not ? 

Mr. Wirson. Yes, sir. 

Senator Henprickson. Can you express to this committee any at- 
titude at this time in respect to your observations there, any attitude 
that you have obtained as a result of your observations there? 

Mr. Wirson. I do not think I could be very helpful on it right now 
because if you get into that story it ought to be a rather complete 
story. 

a nator Henprickson. I thought maybe you could give us a brief 
idea 
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Mr. Wixson. I am sure that the trip was well worth while. It was 
well worth while for myself personally in my new assignment, and it 
was a marvelous thing as affecting the mcrale of the men over there. 

You know, this talk about police action—well, I could not help 
being impressed when I went up to the front and I knew I was within 
20 miles of where 50,000 men had been killed or wounded in the last 
60 days, you know—that is trouble, and there are problems in 
connection with that Korean war. 

Senator Henpricxson. I assume you feel this whole mess should be 
concluded at the earliest possible moment ? 

Mr. Wuson. Yes, sir; but it has some difficult ramifications. 

Senator Henpricxson. I am well aware of that. I think that is all. 

Mr. Wuson. As I get closer to this new job it does not look any 
smaller, sir. 

Senator Henprickson. I think it is a terrific job. 

Chairman SauronsratL, Thank you, Senator Hendrickson. 

Senator Stennis ! 

Senator Srennis. Mr. Wilson, I believe I read in the press that you 
are giving up a salary of over $600,000 a year to take that position; 
was that correct ¢ 

Mr. Witson. That is right. 

Senator Srennis. Well, I could not pay you any higher compli- 
ment-——— 

Mr. Wirson. My actual salary is $200,000, and the company has 
been doing very well, so I have been getting a very substantial bonus. 
After all, I probably have one of the top jobs in the United States. 

Senator Srennis. According to my figures, then, that is more in 
1 year than your so-called bonus payments of the future are going to 
total. 

Mr. Wirson. I assure you gentlemen, if I were interested in making 
money I would not be here. 

Senator Srennis. I want to say this, that giving up that salary, and 
everything else, I could not pay you a higher compliment than to 
associate you in my mind with Gen. Robert E. Lee who, at the end 
of the War Between the States turned down a salary of $50,000 offered 
by an insurance company, which is equal to about $500,000 now, and 
went down here to Washington College to train the youth, which is 
one of the finest points in American history along that same line. 

I want to ask you this question, what is the practical proposition 
you are up against now, if you considered selling your present stock 
and also transferring, if possible, your future payments? You could 
not transfer them, could you, as a personal matter ? 

Mr. Witson. There is no way—you see, this is a completely tech- 
nical thing set up—this bonus plan of General Motors approved by 
the stockholders. The assumption is that by getting the General 
Motors men to work together in a common purpose, as we say, to 
make more and better things for more people, that is what we say we 
are up to, and if we do it well, it really will not cost the stockholders 
anything to have a little incentive for us who have the responsibilities. 
We will just do that much better, and I do not think the plan, perhaps, 
ever contemplated my making $600,000, but I do not think you could 
ask any of us, during the war or right at the end of the war, that we 
could do as well as we did—I would not have said so; I would have 
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said, “No, we cannot make that much money, we cannot do that much 
business.” 

Before the war we had around 250,000, 275,000 people. Now we 
have the same number we had at the top of the war or ve ry close to it, 
and outside of General Motors the people do not know how the folks 
are working and how pleased they were over that labor agreement. 

You see, they do not—I would just like to talk to you about it, I am 

little enthusiastic, as a Matter of fact. 

Senator Srennis. Go ahead. 

Mr. Witson. The men who work in those plants, they would like to 


think their bosses wanted to treat them late. They do not like the 
idea that they have to have a union to hit the management over the 
head once a vear to make them treat them fairly. They do not like 


vou to wait until the end of the year and sort of give them a hand-out 
on a paternalistic basis. They would like to have you say, “All right, 
we are going to treat you right: we are going to share some of our 
progress with you.” That is what we call this annual improvement 
factor or progress factor. 

We also said, “We are vonage to look after you on the inflation busi- 
ness If we have some bum policies in this country that contribute to 
nflation we are not going to take it out of you. We are going to look 
after you along with our business.” and General Motors employees 
th I im doing that or have been doine that. and I have, too. 

In return, it is marvelous what they accomplish when they cooperate 
W th vou and work honestly instead of trying to dog the job and be sour 
on the management. As a result, we did not raise our prices, 

One of the last things I did in ¢ reneral Motors, we decided we would 
not raise our new car prices, and we are going to show wonderful cars 
in that Waldorf show, better cars for the same old money because the 
people are with us. 

If I can get any percentage of that kind of cooperation in my new 
assignment, I am ‘going to do something for the country. 

Senator Srennis. Well, the press is going to raise the question why 
doesn’t he transfer this so-called bonus and, as I understand it, it is not 
transferable ? 

Mr. Witson. No, sir. 

Senator STennis. You cannot transfer it from one to another 

I want to ask this question. I assume everything you have is be- 

cause of your ability and your hard work and good judgment. What 
did you start out with? You have not said anything about your early 
life. You have been a civil engineer, I believe, to begin with: I mean. 
you were an electrical engineer, to start with? 

Mr. Witson. I graduated from Carnegie Institute of Technology 
in 1909. 

Senator STennis. Yes. 

Mr. Winson. I graduated as an electrical engineer, and went to work 
with the Westinghouse Co. They had what they called a 2-year 
apprentice course for graduates, and their commitment was that they 
moved you around through the shop and the engineering offices to help 
you decide whether you wanted to be a salesman or engineer or a 
factory executive, or whether they wanted you finally at all, or 
whether you wanted to work for them, and they used to take on about 
400 men a year on this basis. 
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So I worked for a year for 18 cents an hour, and I got a raise of 2 
cents an hour, according to the formula, 20 cents an hour, for the next 
6 months, and then I got 22 cents an hour for the last 6 months. 

In that time a very fortunate thing happened to me. I was working 
down in the transforme ‘Yr research test section, and a foreman looked 
me up and said, “They want to see you up at the top office, the chief 
engineer, Mr. Lamme, wants to see you,” so I went up in my greasy 
overalls and finally found out where his office was, and he st: arted to 
explain that he wanted a young engineer to chase up blueprints and 
make calculations for him. 

The office was not as big as this room, about half as big, with a secre- 
tary in the corner, and a double desk, and he said, “You sit on the 
other side of the double desk, and once in a while there will be some- 
thing important, and I will give you the wink and you will get out,’ 

and he told me afterward that I took the job before he was quite sure 
he had offered it to me, and that is how I happened to be in the auto- 
mobile business. 

[ got $60 a month when I started to work for him after 2 years. 

Senator STennis. You were not a man of means then ? 

Mr. W ILSON, No, sir. 

Senator Srennis. You went out to make a living like the average 
fellow does? 

Mr. Witson. That is correct, sir. 

Senator STennis. That is all, Mr. Chairman. 

Chairman Savronsraun. Thank you, Mr. Stennis. 

Senator Duff ? 

Mr. Wirson. I have not forgotten the people I worked with when 
I made the 18 cents an hour, either. 

Senator Srennis. That is the point. 

Senator Durr. The question I was interested in was answered 
the interrogation of Senator Flanders. 

Chairman SatronsrautL. Thank you, Senator Duff. 

Senator Symington ? 

Senator Syminoron. Mr. Wilson, sir, in your own interest, inas- 
muc has you W ill hs ave the fin: il responsibilit \ for all defense contracts, 
do you not think you might consider deline: iting or further clarifying 
in the | yonUS lette ‘rs you have received, the fact that you 0 nly vet this 
money provided th: at your actions are not contrary to the best interests 
of General Motors 

What runs rough my mind is that as of today we are in what 
might be called a seller’s market. If it changed to a buyer’s market, 
and there were two companies being considered by one of the depart- 
ments under vou, would the fact that you gave a contract to General 
Motors because you thought it was the right thing to do, by people 
who did not have your best interests at heart, perhaps, be considered 
as something that you had done because you were being rewarded, 
provided you never operated coritrary to the best interests of General 
Motors? 

Mr. Wirson. Well, that is why this special ruling of the committee 
was made, just to clarify that point. 

Senator Symineron. In other words, is not the receipt of an order 
in the interests of a corporation, and the failure of the salesman to 
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get the order, contrary to the interests of the corporation—I am speak- 
ing technically, and I might add only in your own interests ? 

Mr. Witson. Well, any suggestions that you have along that line I 
would try to carry out. I thought this letter clarified that. 

Senator Symineron. Inasmuch as the letter will be a matter of pub- 
lic record, would it not be in your own interest to have it further 
defined as to what “contrary to the interests of the General Motors 
Corp.” was, that is the question that I am asking. 

Mr. Witson. The bonus and salary committee has ruled that noth- 
ing I did would be construed as contrary to the interests of the cor- 
poration. 

Senator Symineron. That would answer the question. 

Mr. Witson. I have found a formal resolution here, if any of you 
have any other questions, while I look for the letter. I have so many 
papers here and I have pushed them around, and IT cannot quite 
find it. 

Chairman Sarronsraun. Are you through, Senator Symington 4 

Senator Symineron. Yes. 

Chairman SALTONSTALL. Senator Cooper ¢ 

Senator Coorer. I do not want to repeat asking questions that you 
previously have been asked, but I notice in the statement, Mr. Wilson, 
in referring to this bonus that you did say, as I remember, work to be 
earned 

Senator Durr. To be earned out. 

Senator Coorrr. To be earned out. 

You make it clear that every cent of this bonus has been determined 
that it represents earnings prior to 1953 ¢ 

Mr. Wirson. That is right. 

Senator Coorrr. There is nothing that you can do this year and in 
the future which could add to that amount ? 

Mr. Witson. That is right. There is nothing I could do that 
would add to it, and nothing I can do while I am working for the 
Government can subtract from it. 

Senator Cooper. What then was the significance of the words “to 
be earned out” ¢ 

Mr. Wiison. It is a technical provision so that if an executive left 
and went with a competitor he would not get this bonus. It is the 
earning-out business. In other words, you have to retire under the 
provisions of the plan or you have to stay with the company or be 
released on a mutually satisfactory basis, or you do not earn it out, 
you see. 

Senator Durr. On the Ist day of January of this year the chance of 
increasing that was determined finally / 

Mr. Witson. On the 6th of January. 

Senator Durr. I see. 

Mr. Wiison. In my case they did a little more. The total amount 
was determined, but one of my duties through the years, that I had 
to certify to the bonus and salary committee was, that I had reviewed 
the allotments for the different men, and this was a very good thing 
to do because a group of us who knew the men and would review the 
performance of the individuals for the vear, and if they had done 
well, they got a little more bonus, and if they had not done very wel}, 
they would be allotted less all the way down to getting nothing. That 
was part of the responsibility. 
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Mr. Curtice is going to have to do that this vear We start out by 
making the allotments to the divisions, Chevrolet, Buick, and so forth. 

The manager of the Buick division goes over it, except the manager. 
Now, the manager—of course, I knew all the managers quite well, and 
they were in my personal appraisal responsibility. 

Senator Henne kson. How far down the line did you go, Mr. 
Wilson, on that ¢ 

Mr. Witson. A man that had supervision over 50 workmen could 
be recommended fon a bonus or if he had an equivalent technical re 
sponsibility. It is a little hard to define. It was a man who usually 
made S500 a month: or more, but there was not a complete salary limit. 

Anyone in the whole set-up who had really shown some outstanding 
ability and had dean hi shed something could get a bonus for it. 

Senator Cooper. May I ask one other question? Has your pension 
and your insurance a ilso been finally determined / Is there any dis 
cretion: ily power of the company how to change those payments in 
any way ¢ 

Mr. Wuson. No, sir. In the case of my pension, due to the fact 
that there was a limit on the amount further down in the Organiza 
tion—it is twice the salary. In my case, of course, it was not twice 
the salary, so I presumably made all the payments I needed into the 
fund on the hacia I was going to stay until I was 65; just so the corpo 
ration was not doing anything extra for me, I technic rally looked it up, 
and the men who run the pension fund said, “Well, you are not going 
to get the leneth of service now that we figured on, so, to clear the 
whole thing up and so no one can say that General Motors did some 
thing for you after you retired, vou pay $10,500 more into the pension 
fund,” which I did, and then it is all clear—there is not any question 
that the company IS doing anything for me at all. 

[ paid around $1,500 for my insurance that I otherwise, perhaps, 
would not have had to pay. So I really have tried to settle the thing, 
gentlemen, as best I could: 

I do not want anybody to say | am going to get one extra nickel from 
the company. 

hairman SanronstatL. Any other questions, Senator Cooper / 

Senator Coorrr. | have one more. I noticed you said a while 
ago that in the matter of renegotiation it was a matter that you 
would not determine. Is there any matter at all that would come 
before you, as the Secretary of Defense, that you would feel you are 
not entirely free to determine ? 

Mr. Witson. I cannot conceive of what it would be, sir. 

Senator Coovrer. I mean, if that would be your responsibility to 
determine, you would take that responsibility and determine it 

Mr. Witsox. I do not know what it would be. If I thought it was 


fa nature that could either be misunderstood or did put a man into 


Ol 
a split mental condition, which I cannot imagine. | would step aside 
and have somebody else make that decision, if necessary, the President 
of the United States. It would have to be a pretty big one or 1 would 
not have to be bothered about it. 

Chairman Savronsrann. Thank you, Senator Coopei 

I believe Senator Johnson has one more questit l. Mr. Wilso 

Mr. Witson. All right. 

Senator JOHNSON, Maybe two more. 

Mr. Winson. ‘Two more. 
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Senator Jonnson. I want to be sure I understand this resolution. 
Let us assume there is another General Motors’ executive of the same 
age, retiring the same day as you do. As I understand it, he would 
get his bonus payments as you have outlined that you would get 
yours; but he would be under the limit ition that nothing he would 
do would be ] imical to the Genel l Motors Corp. ¢ 

Mr. Wiison. That is right, sir. 

Senator Jounson. On the other hand, the corporation, through its 
proper committee, has already determined in advance that nothing 


I : : ; , 
vou could or would do during your pr riod of service as Secretary of 


Defense would be inimical: in other words, you would be at liberty 
ek to cancel any contract that you t} ought the public interest 
required, and it would not affect your bonus payments in one way or 
the other? 

Mr. Wintson. That is correct. 

Senator Jomnson. Now, Mr. Wilson, you were talking about col- 
umnists and commentators. I did not hear this report, but there is 
not any secrecy about it. I am informed that last night over one 
of the Nation’s television chains this statement, or substantially this 
statement, was made, that Senator Lyndon Johnson of Texas does 
known, but he suppressed a very critical Senate report 

profits on defense contracts. Despite 
on, some senator Want to question 


not want this 
on General Motors regardin 


senator Johnson’s suppres 
Charles OF Wilson, the former head of General Motors, how the Sec- 


a 
—| 


retary of Defense, on this tomorrow. 

To vo i knowledge have vou ol has anyone else in General Motors 
ever made any attempt to suppress any report prepared by Sen- 
ator Johnson ¢ 


{r. Witson. No, sir. 


Senator Jonmnson. Are you aware—— 


Mr. Witson. Not only Senator Johnson but no other Senator. 

Senator Jounson. Are you aware of any such report ? 

Mr. Wirson. No,sir. I might ask you if you are? 

Senator Jonnson. I should like to say, Mr. Chairman, for the 
benefit and knowledge of the committee members that early in the 
days of the Preparedness Committee an allegation came in concerning 
some fraud and bribery where it was alleged that, perhaps, some 
officials of the Allison Motors Division had been guilty of some 
improper acts. 

the committee, upon receipt of those allegations—of which the 
present chairman was a member—sent the staff, I believe it was, out 
to Indiat apolis. Is that where the Allison Division is? 

Mr. Wiison. Yes, sir. 

Senator Jounson. They looked into the allegations and reported 
back to the committee that they were without foundation. 

At the same time, they raised a question, that, perhaps, a detailed 
study could properly be made on the profits accruing to General 
Motors, and they laid out for the committee’s benefit an analysis of 
what might be looked into. 

That analysis of what might he looked into was submitted to the 
full Preparedness Committee. Each member was asked to take it 
home and study it, and if any of them felt that we should go off into 
the profits field, a field that would normally be taken care of by the 
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Renegotiation Board, to bring it back to the committee within a 
period of a week or two after they had had a chance to study it. 

I think the committee members will remember that none of them 
made the recommendation that funds that had been authorized to the 
subcommittee should be used to start a profit study on what might 
be the proper amount to allow a corporation. We felt that the Re 
negotiation Board could very well take care of that, and I remember 
Senator Saltonstall, as the ranking member present, when we finally 
concluded it, said to me that it was his opinion that that was not a 
field in which we should use all our money and all our staff because we 
had the Renegotiation Board to look into those matters, since the al 
legation that had been made on the fraud angle had been cleared up, 
and nothing further was done about it. 

It is my memory that I never had a conference with any General 
Motors official or anyone representing General Motors, but I wanted 
the committee to know before this thing is acted upon that I have not 
been conniving with Mr. Wilson and he has not been conniving with 
me. This is a press report, and the factual analysis made will bear 
me out. 

Chairman Sauronsratu. The chair thanks Senator Johnson. The 
chair’s understanding is the same as Senator Johnson’s. 

The committee thanks you for your very frank and open state- 
ment. 

In order that there may be no misunderstanding, the chair calls 
to your attention again that this record, while made in executive ses- 
sion, will be—and the chair thinks it wise—made available to any 
Member of the Senate who cares to see at 

In view of that statement, has there been anything said by you 
or any questions that you think the committee ought to discuss, as to 
whether it should go into an open record concerning you? 

Mr. Wixnson. I would be satisfied to have the committee do what 
they please with what I said. I have always tried to stick to that, 
which has been an asset to me, I think, because I have never had to 
worry about the past, only the present and future; whatever I did and 

said I live with. 

Chairman SALronstraLn. On behalf of the committee, the Chair 
thanks you. 

Mr. Witson. A goldfish bow] is all right with me. I do not think 
any of the assets I have I have taken away from anybody. I helped 
to create some new wealth. and a piece of it stuck with me. I am not 
ashamed of it; [ am not proud of it, but I am not ashamed of it, so 


you men do what you want with this record. 


Chairman Savronsraty. Thank you very much, Mr. Wilson. 

We will now hear Mr. Kyes unless any member of the committee 
wishes to ask Mr. Wilson to be held, and the Chair thanks you very 
much, Mr. Wilson. 

Mr. Witson. Well, the five of us have plenty to talk about, while 
Mr. K yes is mn here. I would just like to me ntion one think to you 
men; I mentioned it on this Korean trip, and that a certain possi 
bility which is an excuse for this meeting today and the fact that it 
has been a little hurried. Othe rwise if you wanted to take 2 weeks or 
a month, it would be all right with me. But I made this statement to 
the President-elect and the group who were talking about it. 
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I said if I were the enemy and I was up to some devilment, and I was 
about to pull something I would do it right now and catch America off 
balance Ei between the old and the new administrations. I do not 
think it isa probability, but it isa possibility. 

Senator Henprickson. You are speaking in terms of our enemies 
abroad ? 

Mr. Witson. That is right. As far as I know, I hope we have none 
in our country—that is where I hope I start anyway. 

Chairman Savronstauy. I thank you very much, Mr. Wilson. 

Mr. Witson. I had a letter—some of you may have it—lI had 1 
down here, and I do not seem to find it in my papers, and it has in it 
the formal resolution of the bonus and salary committee covering this 
point. 

Chairman Savronstautu. Before Mr. Wilson leaves 

Mr. Witson. Do you want these resignations as directors, and 
things like that? . 

Chairman Sarronstaty. The Chair would respectfully state that 
he believes it would be wise, unless Mr. Wilson objects, and the Chair 


would suggest that they go in the record at the conclusion of his. 


remarks. 

Before Mr. Wilson leaves, Senator Johnson calls to the Chair’s at- 
tention that—is there any member of the committee who wishes to 
ouestion Mr. Wilson as to any dealings or conversations or any corre- 
spondence that he may have had with Senator Johnson with relation 
to the so-called Allison Motor case? If not, that clears the record, and 
the Chair would state that it is his memory of the situation that 
Senator Johnson stated it correctly. 

Senator Smuirn. Mr. Chairman, I would like the date of the report 
of the Preparedness Committee included in his remarks. 

Senator Jounson. There never was any report made; there was a 
statement of the investigators that was distributed to the individual 
members of the committee. 

Senator Smirn. Will that date be put in the record? I think 
would be well to do so. 

(The date referred to follows: The investigation started on March 
22, 1951, and continued through April and May 1951. A preliminary 
report of investigation was submitted by the subcommittee invest1- 
gators, but was not dated. ) 

Chairman SAuronsTaLL. Senator Ferguson, would you care to bring 
Mr. Kyes in with you? 

Mr. Witson. There is one more thing I would like to ask the com- 
mittee—I did not talk about it, and I have got the information here. 
Are you interested in any stock Mrs. Wilson has? I have got that 
information. 

Chairman Savronstatt. Mr. Wilson, the Chair would state for 
your benefit and for the benefit of the committee that if you care to file 
it with the committee it would not be included in the record, but for 
our own interest, any personal holdings, including your farms, or Mrs. 
Wilson’s holdings, and they will be held by the committee for any 
future use that it might wish to make of it. 

Mr. Wirson. I will quickly mention what she has. She has 10,472 
shares of General Motors stock. 
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Senator Russett. Mr. Chairman, as for myself as an individual 
member of the committee, 1 have no desire that he place it in the 
record. 

Chairman Savronstau.. Unless some member of the committee 
wishes to ask for it——— 

Senator Frrouson. Mr. Chairman, might I suggest that he give 
the sheet of paper to the chairman for the benefit of each member of 
the committee / 

Senator Russet... I do not know that there is any reason why Mrs. 
Wilson—she is the best part of the Wilson family—should have her 
holdings read here. 

Mr. Witson. She is a very important member 

Senator Srennis. What is the approximate number of General 
Motors shares outstanding / 

Mr. Wixson. It is 88 million. 

Senator Srennis. Eighty-eight million? Very good. 

Mr. Witson. I will leave this statement here. She has 10,472 
shares of General Motors stock; 10,000 shares in this LaGloria Co. ; 
1.989 shares in this Texas-Ilinois Pipe Line Co.; 1,200 shares in the 
National Bank of Detroit, which compares with my 15,000; she has 
7.500 shares of Gre »yhound ; a thousand shares of Kroger, and 1.200 
shares of the United Electric Coal Co. 

If any of you think she ought to sell some of those, I guess she 
could do that, but I was just too busy | 

Chairman Satronstatut. The Chair would have in the record the 
fact that you volunteered that information, and it was not asked by 
any member of the committee. 

Mr. Witson. All right, sir. 

Chairman Savronsrautit. The Chair thanks you on behalf of all 
members of the committee, and you are released from further attend- 
ance here this session. 

Mr. Witson. How many copies of this do you want, one or two? 

All right. I want to thank you men very much for your courtesy, 
and you, too, Senator Smith. 

Senator Srennis. Mr. Chairman, would it be posible for Mr. Wilson 
to stay here? 

Chairman Satronstaty. The Chair thought, after consultation with 
one or two members of the committee at the head of the table, that we 
would hear each man by himself. 

Senator Cooper. Mr. Chairman, may I ask one more question? I 
hesitate to be doing this, but I hope you will forgive me. 

I noticed in your statement that you own so many shares of the oil 
company. I am not trying to debate the merits of an issue which may 
come before the Congress, “but I notice the President has stated that he 
would withdraw certain reserves for the use of the Navy, so-called 
tidelands. I would just ask if this company in which you have an 
interest has any kind of interest in these so-called tidelands? 

Mr. Witson. Not to my knowledge. 

Senator Coorer. All right. 

Chairman Savronstatn. Thank you, sir. 

Mr. Winson. I cannot think of anything else that would be of inter- 
est to you. 
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(The statement of Charles E. Wilson as to stock, bonds and overrides 
as of the close of business January 14, 1953, follows :) 


Charles J Wilson—Statement of stocks, bonds, and overrides as at close of 
business Jan. 14, 1953 
Number Number 


Automotive: of shares of shares 
General Motors Corp., common ’ ; ia 18, 470 
GM Shares, Inc., class A 3, 500 
Each share equivalent to and exchangeable for 2 shares 
GM Corp., common 7, 000 
GM Shares, Ine., class B 7, 000 
Each share equivalent to and exchangeable for 2 shares 
GM Corp., common as 14, 000 
Total General Motors Corp., common and equivalent OS, 470 
Oil and as 
Stock 
La Gloria Corp., commo! a pei ee st 
Texas Ill. Nae. Gas Pipeline Co., common a -- Wels 
Overrides : 
Bird Island, Laguna Madre, Kleberg, Tex.—0.008796 participa- 
tion in approximate 3,184-acre lease. 
Morgan, Weld, and Washington Counties, Colo.—0.00438908 partici- 
pation in approximate 46,744-acre lease. 
San Patricio County, Tex.—0.01792857 participating interest in 
approximate 2,850-acre lease 
Kenedy County, Tex.—0.003857 participation in approximate 
56,914-acre lease. 
Colorado County, Tex.—50-acre participation in Sheridan Field. 
Crockett County, Tex.—0.006171 participation in approximate 
960-acre lease. 
Upton County, Tex.—0.008816 participation in approximate 320- 
acre lease. 
Bank stock : 
Anderson Banking Co., common , : 303 
National Bank of Detroit, common ) 15, 000 
Government bonds: 
Series E: $100 maturity___ 2 
$500 maturity 129 
Series F : $1,000 maturity 5 
$10,000 maturity 1 


Chairman Savronsraty. All right, Mr. Kyes. 

Senator Ferguson. 

Senator Fercuson. Mr. Chairman, and members of the committee, 
I have now had come into the committee room Roger Kyes, of Michi- 
gan, who has been designated by the President of the United States, 
Dwight D. Eisenhower, as the Deputy Secretary of Defense. 

He is a distinguished citizen of Michigan, has been there for quite 
a number of years. 

I can personally, without any reservation, vouch for his integrity, 
his honesty, and his loyalty to the institutions of the United States. 

He has great capacity as a manufacturer and engineer, and I am 
sure that you will find that he is well qualified to be the Deputy Secre- 
tary in the Defense Department under Mr. Wilson. 

Chairman Savronstaty. The Chair thanks Senator Ferguson. 

Senator Fereuson. I now present. him to the committee. 

Chairman Sauronsratt, The Chair would also call attention to the 
fact that Senator Potter is present. 

We will now hear Mr. Kyes. 

Senator Byrp. Mr. Chairman, before Mr. Kyes starts his testimony, 
I have had prepared a statement by the legislative counsel of the laws 
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relating to Government officials dealing with companies with which 

they may have an interest, and I ask consent to put it into the record. 
Chairman Savronsraun. If there is no objection it will be so done. 
(‘The document referred to follows :) 


UNITED STATES SENATI 
Office of the Legislative Counsel 


MEMORANDUM FOR SENATOR Byrp 


> This memorandum is transmitted pursuant to your request for information 
concerning existing statutes relating to possible conflicting interests of officers 
of the Government 
This memorandum does not include statutes forbidding particular acts of 
conduct on the part of Government officers, but is limited in scope to those 
which are directed at private interests of such officers which may conflict 
n 





with their official duties It is divided into two parts rhe first part conta 
the text of all statutes of general application which appear to affect princi 
officers of the executive branch, The second part includes a number of examples 





certain special statutes which are applicable only to named officers or officers 


{ 
a 

of a class described therein. 

I. STATUTES OF GENERAI APPLICATION 


Title 18 of the United States Code, entitled “Crimes and Criminal Procedure,” 
contains the following pertinent sections: 


“$281. Compensation to Members of Congress, officers and others in matters 
affecting the Government 

“Whoever, being a Member of or Delegate to Congress, or a Resident Com- 
missioner, either before or after he has qualified, or the head of a department, 
or other officer or employee of the United States or any department or agency 
thereof, directly or indirectly receives or agrees to receive, any compensation 
for any services rendered or to be rendered, either by himself or another, in 
relation to any proceeding, contract, claim, controversy, charge, accusation, 
arrest, or other matter in which the United States is a party or directly or 
indirectly interested, before any department, agency, court martial, officer, or 
any civil, military, or naval commission, shall be fined not more than $10,000 or 
imprisoned not more than two years, or both; and shall be incapable of holding 
any office of honor, trust, or profit under the United States, 

“Retired officers of the Army, Navy, Marine Corps, and Coast Guard of 
the United States, while not on active duty, shall not by reason of their status 
as such be subject to the provisions of this section. Nothing herein shall be 
construed to allow any retired officer to represent any person in the sale of 
anything to the Government through the department in whose service he holds a 
retired status. 

* * * ¥ 


* 


* * 


ainst the Government 





“§ 283. Officers or employees interested in claims a 

“Whoever, being an officer or employee of the United States or any depart- 
ment or agency thereof, or of the Senate or House of Representatives, acts as 
an agent or attorney for prosecuting any claim against the United States, or 
aids or assists in the prosecution or support of any such claim otherwise than 
in the proper discharge of his official duties, or receives any gratuity, or any 
share of or interest in any such claim in consideration of assistance in the 
prosecution of such Claim, shall be fined not more than $10,000 or imprisoned not 
more than one year, or both. 

“This section shall not apply to any person because of his membership in 
the National Guard of the District of Columbia nor to any person specially 
excepted by enactment of Congress 

x Bs ok * * * * 


“§ 434. Interested persons acting as Government agents 

“Whoever, being an officer, agent or member of, or directly or indirectly in- 
terested in the pecuniary profits or contracts of any corporation, joint-stock 
company, or association, or of any firm or partnership, or other business entity, is 
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employed or acts as an officer or agent of the United States for the transaction 
of business with such business entity, shall be fined not more than $2,000 or im- 
prisoned not more than two years, or both. 


* * * * * * 


1901 Collecting or disbursing officer trading in public property 

Whoever, being an officer of the United States concerned in the collection 
or the disbursement of the revenues thereof, carriers on any trade or business 

the funds or debts of the United States, or of any State, or in any public 
property of either, shall be fined not more than $3,000 or imprisoned not more 
than one year, or both; and shall be removed from Office, and be incapable of 
holding any office under the United States. 

* x 


‘§ 1914. Salary of government officials and employees payable only by United 
states 

“Whoever, being a Government official or employee, receives any salary in 
connection with his services as such an official or employee from any source 
other than the Government of the United States, except as may be contributed 
out of the treasury of any State, county, or muncipality ; or 

Whoever, whether a person, association, or corporation, makes any contri 
bution to, or in any way supplements the salary of, any Government official or 
employee for the services performed by him for the Government of the United 
States 

Shall be fined not more than $1,000 or imprisoned not more than six months, 
or both 


Il, SPECIA STATUTES AFFECTING PARTICULAR OFFICERS OR CLASSES OF OFFICERS 


Section 245 of the Revised Statutes (5 U. S. C. 248) imposed the following 
special restrictions upon the Secretary of the Treasury : 
person appointed to the office of Secretary of the Treasury, or Treasurer 
shall directly or indirectly be concerned or interested in carrying on the business 
ade ¢ commerce, or be owner in whole or in part of any sea vessel, or 
ase by himself, or another in trust for him, any public lands or other pub 
ic property, or be concerned in the purchase or disposal of any public securities 
of any State, or of the United States, or take or apply to his own use any emolu 
ment or gain for negotiating or transacting any business in the Treasury Depart- 
ment, other than what shall be allowed by law: and every person who offends 
against any of the prohibitions of this section shall be deemed guilty of a high 
misdemeanor and forfeit to the United States the penalty of three thousand 
dollars, and shall upon conviction be removed from office, and forever thereafter 
be incapable of holding any office under the United States; and if any other per 
son than a public prosecutor shall give information of any such offense, upon 
which a prosecution and conviction shall be had, one-half the aforesaid penalty 
of three thousand dollars, when recovered, shall be for the use of the person 
giving such information.” 

Basic statutes creating certain independent agencies of the Government con- 
tain specific provisions which require the members of such Boards or Commis 
sions to devote their full time to the affairs of those agencies, or prohibit them 
from engaging in any other business or employment while serving as such 
members. Agencies as to which such limitations are applicable inecinde the 
following: 

Atomic Energy Commission (see sec, 2, Atomic Energy Act of 1946, 60 
Stat 755, 42 U. S. C. 1802 (a)); 

Federal Reserve Board (see sec. 10, Federal Reserve Act, 38 Stat. 260, 
as amended; 12 U. S. C. 241); 

Federal Tariff Commission (see sec. 330, act of June 17, 1930, 46 Stat. 
696: 19 U. S. C. 13830 (¢c)): 

Federal Trade Commission (see sec, 1, Federal Trade Commission Act, 
oS Stat. 717, as amended; 15 U.S. C. 41) : and 

Tennessee Valley Authority (see sec. 2, Tennessee Valley Authority Act 
of 1933, 48 Stat. 59: 16 U.S. C. 881a). ' 

In the case of certain other independent agencies of the Government. more 
specific restrictions have been imposed to insure that members of such Boards 
or Commissions will have no pecuniary interests which might conflict with their 
official duties. Examples of such restrictions are contained in the statutes 
cited below. 
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Section 11 of the Interstate Commerce Act (24 Stat. 383; 49 U. S.C. 11), 
creating the Interstate Commerce Commission and prescribing the qualifica 
tions of Commissioners thereof, provides in part: 

“No person in the employ of or holding any official relation to any common 
carrier subject to the provisions of this chapter, or ow ning stock or bonds thereof, 
or who is in any manner pecuniarily interested therein, shall enter upon the 
duties of or held 
business, vocation, or employment,” 

Section 4 of the Federal Communications Act of 1984 (48 Stat. 1066, 47 U. S.C 
14b)), ch provides for the appointment of Commissioners of the Federal 
Communications Commission, provides in part: 

“No member of the Commission or person in its employ shall be financially 
interested in the manufacture or sale of radio apparatus or of apparatus for 
wire or radio communication: in communication by wire or radio or in radio 
transmission of energ) nh any company furnishing services or such apparatus 
to any company engaged in communication by wire or radio or to any com 
pany manufacturing or selling apparatus used for communication by wire or 
radio; or in any company owning stocks, bonds, or other securities of any such 
company; nor be in the employ of or hold any official relation to any- person 
subject to any of the provisic ns of this chapter, nor own stocks, bonds, or 
other securities of any corporation subject to any of the provisions of this 


such office. Said Commissioners shall not engage in any other 





chapter. Such Commissioners shall not engage in any other business, vocation, 
or employment.” 

Section 2 of the Federal Deposit Insurance Act (as amended by acts of Sep 
tember 21, 1950, 64 Stat. ST}; 12 U. S.C. 1812), providing for the creation of the 
Federal Deposit Insurance Corporation and prescribing the qualifications of its 
Board of Directors, provides, in part 

No mem of the Board of Directors shall be an officer or director of any 


insured bank or Federal Reserve bank or hold stock in any insured bank; and 
before entering upon his duties as a member of the Board of Directors he shall 
certify under oath that he has complied with this requirement, and such certifica 
tion shall be filed wit the secret ry of the Board of Directors.” 

Section 1 of the Federal Power Act (41 Stat. 1063, as amended; 16 U. S. C 
792), providing for the establishment of the Federal Power Commission and 
prescribing the qualifications of its Commissioners, provides, in part: 

No person in the employ of or holding any official relation to any licensee or 
to any person, ‘irm, association, or corporation engaged in the generation, trans 
mission, distribution, or sale of power, or owning stock or bonds thereof, or who 
is in any manner pecuniarily interested therein, shall enter upon the duties of 
or hold the office of Commissioner. Said Commissioners shall not engage in any 
other business, vocation, or employment.” 

Section 4 of the Securities Exchange Act of 1984 (48 Stat. 885, as amended; 
15 U.S. C. 78d), establishing the Securities Exchange Commission and prescrib- 
ing the qualifications of its Commissioners, provides, in part: 

“No Commissioner shall engage in any other business, vocation, or employment 
than that of serving as Commissioner, nor shall any Commissioner participate, 
directly or indirectly, in any stock-market operations or transactions of a char- 
acter subject to regulation by the Commission pursuant to this chapter.” 

Respectfully, 
JOHN C. HERBERG, 
Assistant Counsel, 
JANUARY 14, 1953 


Chairman Sarronsrauty. Mr. Kyes, will you sit down, please ? 

Mr. Kyes. Thank you. 

Chairman Sauronsraui. The Chair would say, Mr. Kyes, and repeat 
very br iefly what he said on behalf of the committee to Mr. Wilson. 

This committee, which has the responsibility of recommending to 
the Senate the confirmation of civilians to the Defense Department, 
promotions in the military services, is very jealous of its efforts in 
making certain that the people who serve the Government in our 
Defense Department are men of the utmost fidelity, men of ability, 
and that they have no personal interests in their lives that might make 
it impossible or might weaken their service to their Government and 
to their country, so that any questions that may be asked by any 
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member here, the Chair trusts you will consider perfectly impersonal, 
and have been asked of other people over the va few years. 

The Chair would say that Mr. Wilson has answered those ques- 
tions very, very fully, as you have gathered from that last remark of 
he Chair. 

If you will proceed to te Il us briefly what you care to say, then the 
Chair will start at the head of the table and ask each member to ask 
vou any questions he or she cares to ask. You may proc eed, 


STATEMENT OF ROGER M. KYES, NOMINEE FOR DEPUTY 
SECRETARY OF DEFENSE 


Mr. Kyrs. On January 9, 1953, L tendered my resignation to the 
hourd of trustees of the Pontiac Area United Fund: | tendered my 
resignation to the Session Kirk-in-the-Hills Church. I was a trustee, 
ind my reason for doing that was that the church is a beneficiary 
of the Edwin S. George Foundation which, I understand, owns the 
controlling interest in the Moto Mower Co. at Richmond, Ind.: al- 
though it is indirect and, perhaps, farfetched, but I took that action, 

J resigned from the board of directors of the Brookside School, 
Cranbrook; I was chairman of the sponsoring committee of the 
Kuture Farmers of America, and I have sent in my resignation as of 
January 3, 1953. 

I have not resigned from the board of directors of the Detroit 
Symphony Orchestra, but 1 would be glad to if the committee wishes 
me to do SO. 

On December 29, I tendered the following letter to the board of 
directors of the Yellow Manufacturing Credit Corp., 1775 Broadway, 
New York, N. Y.: 

I hereby tender my resignation as a director of Yellow Manufacturing Credit 
Corp. and as a member of the bank relations committee, to take effect upon 
onfirmation by the United States Senate, of my appointment as Deputy 
Secretary of Defense 

dn December 29, 1952, I sent a letter to the board of directors of the 
Yellow Manufacturing Acceptance Corp., Detroit, Mich. : 

[ hereby tender my resignation as a director of Yellow Manufacturing Ac- 
eptance Corp., and as a member of the bank-relations committee, to take effect 
upon confirmation by the United States Senate, of my appointment as Deputy 
Secretary of Defense 

I sent a letter to Mr. H. H. Curtice, acting president, General Mo- 
tors Corp., Detroit, Mich., December 29, 1952: 

DeAR Mr. Currice: In accordance with our understanding which developed upon 
my being offered the position of Deputy Secretary of Defense by President-elect 
Dwight D. Eisenhower, I hereby tender my resignation as general manager of 
GMC truck and coach division, to take effect upon confirmation by the United 
States Senate, of my appointment as Deputy Secretary of Defense. 

My resignation as a vice president of General Motors Corp. and a member of 
the administration committee on the same basis is being submitted to Mr. Sloan 
as chairman of the board of directors 


Then I sent a letter dated December 29, 1952, addressed to Mr. Al- 
fred P. Sloan, chairman of the board of directors, General Motors 
Corp., 1775 Broadway, New York: 

DraR Mr. SLOAN: I hereby tender my resignation as vice president of General 
Motors Corp. and as a member of the administration committee, to take effect 


upon confirmation by the United States Senate, of my appointment as Deputy 
Sex retary of Defense 
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In order to give you a background with relation to my bonuses, | 
have here before me a letter of January 6, 1953, signed by Mr. H. H. 
Curtice, acting president. If you care to have me do so, I will read the 
complete letter or simply give you the basis for it, whichever you wish. 

Chairman Sauronsraty. Excuse me, Mr. Kyes, I did not hear you. 

Mr. Kyrs. I have a letter here which covers my 1952 bonus on 
which I have received one payment this year. Do you want the com 
plete letter ? 

Chairman Sarronstauy. If there is no objection, it will be placed in 
the record. 

Mr. Kyrs (reading) : 


My Drar Mr. Kyrs: I am pleased to advise you that you have been awarded a 
bonus of 676 shares of General Motors common stock and $171,048.88 under the 
General Motors bonus plan in recognition of your contribution to the success of 
the corporation during the year 1952. In determining the stock portion of the 
1952 bonus awards, each share of stock was valued at $57.62, which represents 
the average cost per share to the corporation, and, on this basis, your bonus has 
a total award value of $210,000, which will undoubtedly vary somewhat from 
actual value which is finally determined by the market value of the stock por- 


tion at the til e of delivery 

Your bonus will be delivered in installments if earned out in accordance with 
the bonus plan, a copy of which is enclosed Each installment will be pai 
partly in common stock and partly in cash, as follows 
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“(a)—that refers to the cash, that is, the cash column which I read: 


The amount required to be withheld for tax purposes on the estimated value 
of the total installment will be deducted from the cash portion of the installment 


(b) Delivery of the second and subsequent installments is dependent upon 


such installments being earned out subject to the conditions of the General Motors 
bonus plan, 

I have a cops here of the printed plan, if the committee would care 
to look at it. , 

Chairman Sauronstatn. Mr. Kyes, the Chair would say that Mr. 
Wilson went into that very thoroughly. 

Mr. Kyrs. I wanted to offer to do the same because I want to dis- 
close to you people anything you want to know. 

Chairman Sarronstauty, The facts in your case are no different from 
the facts in his? 

Mr. Kyes. Well, in the next portion they will be. and I give you 
this as a base on which to go to the next letters and the resolution 
which I would like to read to you. 

Chairman SALTonstTAuu. All right. 
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Mr. Kyes. On January 14, 1953, I received a letter signed by Mr. 
H. W. Megee, secretary of the bonus and salary committee. It reads: 


Dear Mr. Kyes: As you already have been advised, the bonus and salary 
committee, at its meeting held January 6, 1953, made u final determination of 
your bonus award related to the year 1952. 

At the same meeting the bonus and salary committee also determined that 
if your employment is terminated by mutually satisfactory release in order 
to accept the position of Deputy Secretary of Defense, you will be permitted 
to retain your rights to earn out the undelivered and unearned portion of all 
bonus awarded to you for periods prior to your termination of employment, 
subject to the provisions of the General Motors bonus plan, and subject to the 
understanding that you will make a full disclosure to President-elect Eisen- 
hower and to the Senate committee of your rights under the General Motors 
bonus plan. Copies of the resolutions of the bonus and salary committee setting 
for the foregoing are attached for your information. 





The resolution is as follows: 


Subject: Termination of employment 

You are hereby notified of action taken as follows: 

By bonus and salary committee; place of meeting, New York, N. Y.: date of 
meeting, January 6, 1953 

After discussion, upon motion duly seconded, it was unanimously 

Resolved, That, if the employment of R. M. Kyes is terminated in order to ac 
cept the position of Deputy Secretary of Defense, his termination of employ- 
ment shall be classified under the “policy and procedure covering salaried person- 
nel in the United States” as a mutually satisfactory release and, under that policy 
and procedure, as an employee separated during a monthly pay period, he shall 
be paid the full salary payment for the month and a separation allowance of 
$6,272.15: and further 


~t 
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Resolved, That, if the employment of bonus beneficiary R. M. Kyes is termi 
nated by his mutually satisfactory release in order to accept the position of 
Deputy Secretary of Defense, he be permitted to retain his rights to earn out 
the undelivered and unearned portion of all bonus awarded to him for periods 
prior to his termination of employment, subject to the provisions of paragraph 
S (a) of the General Motors bonus plan and subject to the understanding that 
Mr. Kyes will make a full disclosure to President-elect Eisenhower and to the 
Senate committee of his rights under the General Motors bonus plan; and 
further 

Resolved, That any actions or conduct of R. M. Kyes while serving as Deputy 
Secretary of Defense will not be regarded as inimical or in any way contrary 
to the best interests of General Motors; and further 

Resolved, That, if the employment of R. M. Kyes is terminated by his mutually 
satisfactory release in order to accept the position of Deputy Secretary of De- 
fense, he be given the election under the provisions of the contributory portion 
of the General Motors retirement program for salaried employees of leaving 
his contributions in the program and receiving at age 65 (or between the ages 
of 60 and 65 on an actuarially reduced basis) the retirement benefits which will 
have accrued under the contributory portion of the program as a result of his 
contributions or of having returned to him all of his contributions plus interest 
in lieu of such benefits under the program 


I have a letter of January 14, 1953, signed by Mr. Alfred P. Sloan, 
Jr., chairman, General Motors Corp. 


DEAR Mr. Kyes: You have asked that the corporation give you, for record 
purposes, a statement of the rights and benefits that accrue to you upon your 
contemplated termination of employment, which is to be effective upon con- 
firmation by the United States Senate of your appointment by President-elect 
Dwight D. Eisenhower to the position of Deputy Secretary of Defense, 

Upon your termination of employment, which under the Policy and Procedure 
Covering Salaried Personnel in the United States is classified as a termination 
under mutually satisfactory conditions, you will be entitled to receive, under 
that policy and procedure, as an employee separated during a monthly pay 
period. your full salary payment for the month and a separation allowance of 


$6,273.15 
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Under the General Motors bonus plan which has been in effect since 1918 with 
amendments from time to time but which has been substantially in its present 
form since 1947 with only clarifying amendments, you have been granted bonus 
awards with respect to the years 1949, 1950, 1951, and 1952. Under the bonus 
plan an award with respect to a particular year is determined and made after 
the close of that vear and is payable in five installments, the first installment 
being paid shortly after the determination of the award in the year following 
the year to which the award is related and the remaining four installments 
(if earned out under the provisions of the plan) being paid in January of each 
successive year. Bonus awards for the years 1949, 1950, 1951, and 1952 were 
payable partly in cash and partly in stock. The allocation as between cash and 
stock for bonus awards related to the years 1950, 1951, and 1952 applied to all 
five installments. The allocation as between cash and stock for bonus awards 
related to the year 1949 was made applicable only to the first two installments 

Accordingly, subject to the provisions of the General Motors bonus plan, you 
will receive in January of 1954, the final cash installment of the 1949 bonus 
award, the fourth cash and stock installment of the 1950 bonus award, the third 
cash and stock installment of the 1951 bonus award, and the secend cash and 
stock installment of the 1952 bonus award. Additional installments will be 
paid to you, subject to the provisions of the General Motors bonus plan, in 
January of 1955 and January of 1956, with the final payment being made in 
January of 1957, when you will receive the fifth cash and stock installment of 
the bonus award related to the year 1952, 

In addition, you will receive from time to time dividend equivalents with re 
spect to the stock portions of the afore-mentioned installments of undelivered 
bonus awards in accordance with the provisions of paragraph 7 (c) of the 
General Motors bonus plan which reads as follows 

“On each dividend payment date after March of the year of an award of 
stock, the record date for which occurs after the date of the award but prion 
to the date of the registration of all such awarded stock in the name of the 
beneficiary, the corporation shall (except as otherwise provided in par. 8 (b)) 





pay to the beneficiary, with respect to any such awarded stock not registered 
in his name on or prior to such record date, an amount equal to the value of 
the dividends which the bene ciary would have received if such stock had been 


registered in his hame on such record date.” 

Your right to earn out the unearned installments of bonus awards and to 
receive dividend equivalents with respect to the stock portions of such undelivered 
installments referred to above is governed by a paragraph of section 8 (a) of the 
General Motors bonus plan, which reads as follows: 

“A beneficiary whose employment terminates for any reason other than as 
above set forth in this paragraph 8 (a), of which the bonus and salary com 
mitte shall be the sole judge, may retain his rights to earn out unearned bonus 
awards to such extent, as the bonus and salary committee may decide. However, 
if he shall thereafter act or conduct himself in a matter inimical or in any way 
contrary to the best interests of General Motors, of which the bonus and salary 
committe shall be the sole judge, he shall lose his rights thereafter, beginning 
With the first of the month in which such act or conduct occurs, to earn out 
unearned bonus awards; except that no installment or amount paid or delivered 
prior to the date of the decision of the bonus and salary committee shall be re 
quired to be returned.” 

The General Motors bonus and salary committee, which consists of five di- 
rectors who are not employees and are ineligible to participate in the bonus plan, 
has already ruled that you may retain your rights to earn out the unearned 
installments of bonus awards referred to above subject to the above-quoted 
section of the bonus plan. The committee has also ruled that any action or 
conduct by you while serving as Deputy Secretary of Defense will not be re 
garded as inimical or in any way contrary to the best interests of General 
Motors Corp. 

The payments which you will be entitled to receive as earned-out portions of 
bonus awards heretofore granted to you, in accordance with the foregoing, are 
as follows: 
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Number of 
shares of $5 





lime of payment par value Cash 
common 
stock 
January 1954 389 $108, 224. 52 
January 1955 390 88, 179. 45 
January 19. 235 63, 165. 30 
Januar J 136 34, 163. 68 


Since you have not been a contributing participant in the contributory portion 
of the General Motors retirement program for salaried employees for 5 years 


and have not attained age 55, your rights under the retirement program are 


governed by the following provisions: 
If the employee has neither contributed for at least 5 years, nor attained 


(c) 

ge 55 or over with total credits for benefits under part IL based on 10 years or 
more of service, he may 

(1) Leave his contributions in part II and receive, beginning at age 

65 (or between the ages of 60 and 65 on an actuarially reduced basis), the 

etirement benefit which will have accrued under part II hereof by his own 

contributions, provided that if such retirement benefit should amount to less 


than $10 per month, payments may be made quarterly, semiannually or 
annually: or 
(2) Have returned to him all of his own contributions under part II 
plus interest in lieu of all benefits under part II. 

\n employee who is separated from service prior to age 60, other than 
by death, and who withdraws his contributions will, if subsequently reem- 
ployed, be considered as a new employee for purposes of part IL except as 

otherwise provided in section 7 of part II.” 
Your group life insurance in the amount of $100,000 with a life insurance 
company with accidental death and dismemberment benefit in the amount of 
$4,000, will continue in effect until December 31, 1953, the end of the period 
for which the premium has been paid to the insurance company by your con 
tribution of $600 and the corporation’s contribution of $269.64. You will, how- 
have the conversion privilege, which is effective upon termination of any 
certificate under our group life insurance contract with the insur- 


ever, 
participating 
ance company. 

Your coverage under our comprehensive medical expense insurance program 
will expire on January 31, 1953, the end of the period for which the premium 
has been paid by your contribution and the corporation’s contribution. 

With respect to your stock interest in General Motors Corp., on the basis of 
the records of the corporation, supplemented by information furnished by you, 
exclusive of the stock portions of bonus awards listed above which have not 
been earned out, you are the owner of 2,842 shares of $5 par value common 
stock of General Motors Corp. 

I might add that your rights and benefits differ from those which accrue to 
Mr. Wilson, because your treatment is based upon a mutually satisfactory 
termination of employment while Mr. Wilson’s treatment is based upon a mu- 
tually satisfactory reitrement under the General Motors retirement program for 
salaried en] loyees, 

I have another copy here. You know, they asked that I disclose 
it to President-elect Eisenhower, and that is the purpose of this copy. 

[ also have here the registration statement which I expect to file 
with the Securities and Exchange Commission according to their reg- 
ulations, and it will show 2,842 shares, just as indicated in this letter. 

I have a letter from Mr. R. N. Long, assistant comptroller of Gen- 
eral Motors: 

Subject: General Motors retirement program for salaried employees, contract 
No. 300, certificate No. 62862 

You have inquired as to the amount of refund, including interest, to which 
you will be entitled if you should in the future wish to withdraw your contribu- 
tions to the General Motors retirement program for salaried employees. 
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Please be advised that for the period of August 1, 1949, through December 
1952 your contributions amount to a total of $11,685.44. Should you elect to 
withdraw these contributions you will be entitled to receive interest on con- 
tributions made prior to the month of July preceding your withdrawal, which 
as of January 1, 1{'53, amounts to $262.69, 


R. N. Lone, Assistant Comptroller. 


Mr. Long also gave me a note from his desk, which he has also 
signed on January 9, 1953, which says: 

Mr. Kyes: In addition to the amount of contributions which you have made 
into the General Motors retirement program for salaried employees as shown 
in the attached letter, an amount of $331.25 will be deducted from your January 
1953 pay check 

With respect to common stock, the shares of General Motors which 
have been referred to heretofore, I hold 2.453 shares in my name, 
outside of an agency fund, W hic h | have, anc the bala ice, W hich ] he- 
lieve is 389 shares, is held in my name, but in the agency account at 
the National Bank of Detroit. 

| have one and seven-tenths shares of Cities Service common, and 
seventeen two-hundredths share of Cities Service dividend scrip. 

There is a mortgage due me, and I bring it up because Mr. Ben 
Jacoby isa doctor. He wasin the Navy during the last war. I do not 
know exactly whether he is in the Reserve or whether he just goes out to 
the airport on Sunday, but since there is that connection IL would like 
to disclose it. He is my brother-in-law. He lives at Columbus, Ohio. 

The principal, due January 1, 1953, was $11,701.05. He also has 
a note, the principal being due January 1, 1953, in the amount of 
$2,477.11, which is due me. 

I have an agency account in the National Bank of Detroit, and the 
number of that account is 5035410. 

I have here a certified statement of the common stocks that I have 
in that account, dated January 9, 1953, and certified by the auditor 
of the National Bank of Detroit. 

It shows 389 shares of General Motors which I referred to as being 
in the agency account, as in my name; there are a thousand shares of 
Aeroquip Corp. common; a hundred shares of National City Bank of 
New York capital; 150 shares Fidelity Phoenix Fire Insurance capi- 
tal: 100 shares of Monsanto Chemical; 200 shares of Abbott Labora- 
tories common; 100 shares of General Mills, Inc., common; 66 shares 
of International Business Machines capital; 15 International Busi- 
ness Machines capital scrip CTF issue of 1952; 100 shares of Gulf Oil 
Corp. capital; 200 shares Minnesota Mining & Manufacturing Co. 
common, 

There are two personal debts owed to me. I bring these up because 
L understand—— 

Chairman SatronstaLy. Without objection, Mr. Kyes, unless some 
member of the committee wants to ask you, the Chair would see no rea- 
son to bring in personal debts. 

Mr. Kyers. I would like to bring this up for a reason, if I mi 
Chairman. 

Chairman Sauronsrautu. All right. 


oht, Mr. 
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Mr. Kyes. This first person I made this loan to—and I understand, 
xulthough I do not know it to be a fact, that he is now working in the 
Defense Department, so I would like to disclose that he has that debt— 
his name is Mr. Graham Trainer. I do not know his address, so I 
cannot give it to you. I loaned him $500 sometime ago. 

The second one I would like to disclose is Mr. David Dahling, who is 
presently my secretary, and he works for General Motors Corp. He 
owes me S400. 

There isa charity fund known as the Helen and Roger Kyes Charity 
Fund which is in the National Bank of Detroit. I have a letter from 
Mr. Norman Weston, assistant vice president and assistant trust officer. 
The account number is 4-354, and it is addressed to the chairman of 
the Armed Services Committee, United States Senate, Washington, 
D.C. 

Re Helen and Roger Kyes Charity Fund. 

Dear Str: The National Bank of Detroit acts as sole trustee for the Helen and 
Roger Kyes Charity Fund. This fund was established by Mr. Kyes on December 
18, 1947. The National Bank of Detroit has sole responsibility for the invest 
ments in this fund. During his lifetime Mr. Kyes may direct disbursement of 
the income or principal provided that the income and principal is used within 
the United States of America for charitable, scientific, literary, educational, or 
religious purposes. 

We would, of course, be happy to furnish you with any additional informa- 
tion on these trusts which you may feel is appropriate. 

Very truly yours, 
NORMAN B. WESTON. 

I have minor children ; I have four daughters. My eldest, Carolyn, is 
18, F'rances is 16, Katharine, 11, and Cynthia Anne, 7. In their own 
names they have the following securities—— 

Chairman Savuronstatn,. The Chair again states unless the witness 
wishes to give it, the Chair sees no reason why the daughters’ accounts 
should be I 1ade public. 

Mr. Kyes. Sir, I thought since they were minors there may have 
been some question as to whether I had any control, but I will do just 
as you wish, 

Chairman SavronstaLL. The Chair would respectfully suggest that 
he feels it is a little unfair to the daughters, unless any member of 
the committee feels this information should be placed in the record. 

Mr. Kyrs. These same daughters I have referred to have trust funds 
which were established for each of them, respectively, and I have a 
letter here from the National Bank of Detroit signed by Norman B. 
Weston, assistant vice president and assistant trust officer, which is 
avddressed to the chairman of the Armed Services Committee. United 
States Senate, Washington, D. C.: 

Re Roger M. Kyes and Helen G. Kyes Trusts 
f/b/o Carolyn Keys 
f/b/o Frances Elizabeth Kyes 
f/b/o Katharine Kyes 
f/b/o Cynthia Anne Kyes 

Deak Str: The National Bank of Detroit acts as sole trustee of four trusts 
created by Helen and Roger Kyes by a trust agreement executed December 18. 
1947. This is to advise you that we have sole responsibility for the investments 
n these trusts, and that the only power retained by Mr. Kyes is that of invest 
ment adviser. As investment adviser, Mr. Kyes must approve all investments 
before they are made. Thus, he has what amounts to veto power. He does not 
have any power to direct investments 
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We would, of course, be happy to furnish you with any additional information 
on these trusts which you may feel is appropriate. 


Very truly yours, 
NoRMAN B. WESTON. 

That is dated January 9, 1953. 

I believe, to the best of my knowledge, that covers it. If you want to 
know my cash assets or Federal, State, and-municipal bonds or real 
estate, I would be glad to answer those questions. 

Chairman Savronsrauu. Perhaps the committee would be interested, 
Mr. Kyes, if you would give us just a very brief statement of your 
life history. 

Mr. Kyrs. I was born at East Palestine, Ohio, on March 6, 1906; 
I went to school in the East Palestine schools; I believe it was two 
sessions at Culver Military Academy. 

I graduated from Royen School in Youngstown, Ohio, in 1924, 
I believe it was. 

1 then went to college at Oberlin College. I there 2 years, and 
then I went to Harvard for 2 years, and graduated from Harvard 
in 1928. 

After I left Harvard I joined the Glenn L. Martin Co. They were 
then at Cleveland, Ohio, and they later moved to Baltimore, Md. 

My title there was assistant to the president. From there I went to 
the Black & Decker Manufacturing Co. at Towson, Md., and I was at 
the home office part of the time, and then I went out to the territory 
located at one time in Kansas ¢ ‘ty. 

From there, I believe it was in 1932 you can check this, if you W ill, 

Who's Who—some of these are way back, and I do not remembet 
some of the dates too accurately—I went to the Empire Plow Co. at 

leveland, Ohio, in 1932. 

The Empire Plow Co. made agricultural implements. It had a sub 
sidiary, the General Wheelbarrow Co., which made the steel guard 
rails that you ace on highways and highway equipment; it also had a 
subsidiary, the J. B. Harold Co., which made electric irons, toasters, 
and that sort of nos 

When I joined the Empire Plow Co., if I recall correctly, 1 think 
I was sales manager. Later I became vice president. 

From there 1 went to Ferguson-Sherman Manufacturing Corp., 
later known as Harry Ferguson, Inc. 

When I originally went there an arrangement was made between the 
Empire Plow Co. and the Ferguson-Sherman Corp. whereby the Em 
pire Plow Co. would be paid for my services for a period of time, and 
I acted as general manager of _ Ferguson-Sherman Manufacturing 

Co. (later H: irry Ferguson, Inc. 

As I recall that arr: angement ee ited in, I believe it was, March 
of 1941. 

1 then became executive vice president and general manager of 
Harry Ferguson, Inc.; later 1 became president = that concern. 

I left H: arry Ferguson, Inc., I believe it was, in November of 1947. 
I made a trip over to the Orient, and I think it was August 3 of 1948 
{ joined General Motors Corp., first on Mr. Wilson’s staff. After that 
I was made executive in charge of the procurement and schedule stafl 
which had to do with the coordination of all the materials, and so 
forth, of the corporation; and in the fall of 1949 I was made assistant 
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general manager of the GMC Truck and Coach Division and its sub 
sidiary, the Hertz Drive-Ur-Self organization, Yellow Manufactur 
ing Co. and the Yellow Credit Corp. which you have noted in the 
resignations. 

April 1 of 1950—around that date, it might not have been exactly 
on the first—I was made vice president of General Motors, general 
manager of the Truck and Coach Division, and a member of the 
administration committee, 

Chairman Savronstratn. Thank you, Mr. Kyes. 

Mr. Kyes, have you anything more you wish to say to the committee / 

Mr. Kyes. I do not think of anything at the moment. 

I believe, to the best of my knowledge, I have disclosed those things 
which you have indicated are pertinent. 

Chairman Sarronsratyt. The Chair appreciates that. 

Senator Henprickson. What was your degree at Harvard? 

Mr. Kyes. I had an A. B. at Harvard. I majored in economics. 

Chairman Sarronsraut. Unless somebody objects, the Chair would 
suggest that we finish with Mr. Kyes, which we hope we can do in a 
few minutes, and then ask these other ventlemen, if itis possible for 
them to come tomorrow morning, and we will give up this afternoon 
for Mr. Lovett. 

Mr. Kyes, the only questions the Chair would like to ask you are, 
Is there anything that you have got as a stockholder or is there way 
commitment, any contract that would make you feel under any obliga 
tion to General Motors, the Ferguson Co. or any company with which 
you have dealt when you become Deputy Secretary of Defense? The 
Deputy Secret: iry of Defense m: Ly sometimes be the Acting Secretary 
of Defense. 

Mr. Kyrs. Mr. Chairman, I have no such commitments, and I have 
a wife and four daughters; that, together with my conscience, is the 
best insurance policy you have. 

Chairman Savronsratn. One other statement, you have made a 
statement in your formal statement there about earning out for 1952. 
The Chair did not hear Mr. Wilson make that statement. 

Senator Durr. Yes, sir; he did. 

Chairman Sauronstatu. That means by the end of 1952, when you 
resigned, you have absolutely no further connection with General 
Motors? 

Mr. Kyrs. That is right. I am terminating everything, and all of 
the compensation that I get will be for past services, except that you 
will note under their standard policy that there is a terminal pay, 
regular terminal pay of any individual that leaves them, and I do not 
want someone to think that because that is a terminal pay that I am 
getting paid in the month of February by General Motors. 

Chairman SALronstraLL. Senator Russell ? 

Senator Russetu. I have no questions. 

Chairman Sauronstatn. Senator Smith? 

Senator Smrru. No questions. 

Chairman SAuronstraty. Senator Byrd ? 

Senator Byrn. Did I understand you to say that you had 300 shares 
of General Motors 

Mr. Kyes. No, sir; I did not say that. I think how that came about 
was I stated that 389 were in the agency account in the National Bank 
of Detroit. ; 
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Senator Byrp. What is your total ownership of General Motors 
stock ? 

Mr. Kyes. My total owne rship is 2,842 shares 

Senator Byrp. That includes everything ¢ 

Mr. Kyes. Yes, sir; and I would like to add to you, sir, that my 
re does not own any General Motors. nor do any ot Hy children. 

Senator Byrp. That includes the stock that you get as a bonus? 

Mr. Kyes. The 389 I received this January. Before I received 
this, I owned 2.453 shares. After receipt of the 389 the total became 
2.842. Itis 158 shares less than 3.000. I was wondering at that time 
whether or not to buy the 158 to make it an even 3,000. 

Senator Byrp. All right : that isall. 

Mr. Kyes. Yes, sir. 

Chairman SALTONSTALL. Senator Hendrickson ? 

Senator HENDRICKSON. Mr. Kyes, the basic principle involved in 
the matter of your bonus rights and benefits is exactly the same as 
that of Mr. Wilson, is it not, ns basic principle ¢ 

Mr. Kyrs. Well, there is one difference between the two. I am 
terminating as an employee, us is retiring. Now, that affects the 
Insurance, but so far as I know—lI have not read the letter they gave 
to Mr. Wilson, but I would presume that there would be no reason 
why his was not exactly like mine so far as the bonus part because it 
is under this bonus plan, a copy of which I have here, and I know 
of no reason, although I have never examined Mr. Wilson’s business, 
and I do not know. 

Senator Henprickson. Thank you. 

Mr. Kyers. Other than what I have seen in the proxy statements, 
We all see that. 

Chairman SALTONSTALL. Senator Johnson / 

Senator Jonmnson. I would like to ask you, You have given all your 
financial holdings to the committee ¢ 

Mr. Kyes. I beg your pardon ? 

Senator Jounson. You have disclosed to the committee all your 
financial holdings? 

Mr. Kyss. No, sir: I have not. In this respect, I have substantial 
cash, Government bonds, real estate. 

poner. JoHNson. All your investments in stocks ? 

Mr. Kvrs. My real estate holdings cannot be directly or indirectly 
affected by the war program. I have disclosed all my stocks, and if 
you can think of anything that would suggest something that I have 
that I do not think of, if there is—I might add to you, that if it is 
beyond my knowledge now, I certainly will promise to bring that in to 
the chairman. 

Senator Frercuson. You have some insurance? 

Mr. K YEs. Yes: J do have substantial life insurance, and I have 
in the National Life of Vermont, one of these annuity policies, but 
it is normal insurance. 

Senator Jounson. Have you any plans or any agreements or agree- 
ment to return to General Motors following your Government service ? 

Mr. Kyers. General Motors has told me, because of my record, they 
would be very happy to have me come back at any time. I enjoyed 
my association with General Motors, but there is absolutely no com- 
mitment on the part of either party with respect to the future. 
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Senator Jounson. You would feel no hesitancy morally or legally 
acting on a contract involving General Motors after you became 
Deputy Secretary ¢ 

Mr. Kyrs. Sir, I have lived 46 years, and I have got a good repu- 
tation. Here is an editorial that was written in my home paper: I 
do not expect to change: 


From the Pontiac Daily Press, December 22, 1952 
RocER Kyes Gores, Too 
Pontiac is losing a top-ranking industrialist and splendid citizen in the selec 


tion of Roger M. Kyes as Deputy Secretary of Defense 
Llowever, the American Nation and American taxpayers are great gainers 


and we, too, share proportionately in this. Without question, Mr. Kyes ranks 
as one of the most brilliant of the younger industrialists and at 46 he has great 
possibilities ahead of him 


Certainly it redounds everlastingly to his credit to learn that he ranks duty) 
to his country ahead of personal ambitions and agrees to serve with Defense 
secretary ¢ | Wilson 

OQaljand County is thus providing the United States with two key men in 
President-Elect Eisenhower's determination to bring order out of economic, 
military, and political chaos in Washington and across the country. 

In addition to standing forth as a splendid industrial executive, Mr. Kyes 
ranks in the ti p echelon as a citizen. 

He has always assumed his rightful share of community responsibilities and 
discharged his obligations to society as a whole 

Mr. Kyes brings a brilliant intellect to bear on the national picture. The 
stumbling, the fumbling, and the bumbling will jar his inner sensibilities from 
the first moment and he is especially well equipped to struggle for order and 
efficiency in military activities and the distribution of the national moneys 

Oakland County is especially proud of her two outstanding contributions to the 
incoming administration 

Senator Jounson. But you would not expect to disqualify yourself 
in connection with any General Motors’ business, between General 
Motors’and the Defense Department ? 

Mr. Kyes. I would do whatever you think is proper. If you want 
to disqualify me you can, but I feel my decision would be absolutely 
honest, because I must live with myself ; I have got a big stake in 
the country, and I think a great deal of what my own family think 
of me. 

Senator Jounson. So far as you know, none of your holdings or 
investments would make it illegal or immoral for you to pass on those 
matters ¢ 

Mr. Kyes. I do not believe so, and even if they were, my decision 
would be as honest as I knew how. 

Now, the only unlisted security I have—you notice that I had a 
thousand Aeroquip, that I had more or less forgotte n about it—they 
make these flexible couplings but, of course, that is, I think, $7 a share, 
so that is $7,000. Actually if you will think about it, you will take 
a look at what I have given up, at this point in my career to come 
down here, I think I would have stayed at home rather than to come 
down to steal. It would have been more profitable, I am sure. 

Chairman Savronsrauty,. Are you through, Senator Johnson ? 

Senator Jonmnson. Yes. 

Senator Henprickxson. Mr. Kyes, if you are called upon to make 
a very serious decision in the interest of the United States Govern- 
ment which had to be adverse to all your interests in General Motors, 
could you make that decision for the best interest of your country? 
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Mr. Kyrs. I feel I could make that decision, but I would probably 
check it with my associates just as a matter of being sure that my 
judgment was not warped about it. 

Senator Henprickson. Thank you. 

Mr. Kyrs. After all, you have the Secretary and the Deputy Secre- 
tary. Undoubtedly there are also decisions that are ordinarily han- 
dled by the Secretaries of the services underneath, these would be 
handled by them. 

As I visualize it, the responsibili ty of the Deputy Secretary is 
mainly that of organization and of broad policy. Certainly 1 
think a great deal more of being able to live with myself and my 
own reputation than anything I can think of, and I might add that 
Senator Ferguson can tell you back at one time in my history I passed 
the opportunity to make a lot of doll ars for a principle. 

Senator Fereuson. That is right. 

Senator Henprickson. Thank you. 

Senator Frreuson. | just wanted to say for the record that the 
Harry Ferguson Co., is not a relative of mine. That goes Way back, 
and I had never any interest in it. 

Mr. KYEs. There is one thing | would like to mention in passing. 

Senator Henprickson. Before you go on to that, you said you had 
realestate. You do not own any large buildings? 

Mr. Kyes. It is residential type of real estate. 

Senator Henprickson. All rmght. 

Mr. Kyers. I might mention one thing in passing. I intended 
mention as I went through my history—I do not know exactly the 
relationship, but Glenn Martin, of the Glenn L. Martin Co., or he was 
with this company, is a distant relative of mine, but I understand from 
Mr. Bunker, whom I saw the other day, that Martin has no control or 
authority in the Glenn L. Martin Co. I guess it is a voting trust. But 
I want to mention that, so I think I have covered every base I can 
think of. 

Senator Smiry (presiding). Senator Stennis / 

Senator STennis. Just one question. I have noticed we have men 
coming down here and serving in Washington, and they attach them 
selves to a position, and then they leave and come back and serve as 
— ates before that de ‘partment in which they once were the bosses 

xr were high officials. You do not have anything in mind with respect 
to that now ? 

Mr. Kyers. I do not quite understand you, sir. 

Senator Srennis. Well, I mean men come down here and serve in 
the Government for a while and then they retire and show up within 
1 or 2 or 3 months or 6 months as attorneys or advocates or business 
representatives of some firm before the very men they have been boss- 
ing or associating with, and it caused a lot of distrust around here. 

Mr. Kyes. Well, I imagine after I am sliveneh with my tour I would 
go back to industry, because that is all I know, as you can see from my 
record. 

Senator Stennis. I think you would have every right to. 

Mr. Kyes. But I think I am beyond the point where I would be 
down here on the basis of representation. Ihave gotten to be an officer 
of a corporation, of a substantial size, and I do not think I would take 
a job down here on a different basis than that. 

Senator Stennis. What I was getting at— 
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Mr. Kyers. As I said to you very frankly, I said my relationship 
is excellent with General Motors, and I like my association. 

Senator Stennis. Yes. 

Mr. K YES. While there are absolutely no commitments at all, 
would be a rather normal thing for me to go back if things had not 
changed. I might add another thing, and that is that a man has been 
picked to take my place, and that slot is closed. You know how life 
isina corporation 5 they say absence makes the heart grow fonder, but 
it is not so in business. 

Senator Srennis. This opportun ity for you is an opportunity to 
serve yourself and not paving the way to getting something in the 
future by coming back. 

Mr. Kyers. Sir, just mathematically you saw what my bonus was, 
and U1 had ave ry substantial ~ ary on top of that. 

Senator Srennis. Iam just giving you a chance to answer for your- 
self and not arguing with you. I think you ought to say how you feel. 

Mr. Kyrs. Yes. I terminated that. That is a substantial sum of 
money that I am giving up all the time I am down here. You flip it 
over on the other side and you see what stock I have—suppose we 
round it out to 3,000 for purposes of calculation; that would mean $4 
i share: and that is $19,000. on which you pay taxes. I have given up 
many, many times the amount, as you can see by what you have inh 
the record. I would have been better off financially if I had staved at 
home. 

Chairman SauronstaLn. Thank you. 

Senator Henprickson. Did you mention your salary ? 

Mr. Kyrs. No: I did not. 

Senator Henprickson. I wonder if that should not be in the 
record ? 

Chairman SALTronstTauu. Senator Hendrickson, did you have a 
question ¢ 

Senator Henprickson. I was asking the witness about his salary. 

Mr. Kyes. It is being terminated. Is there any purpose for it? I 
would be glad to give it to you. 

Senator Henprickson. Did you mention it ? 

Mr. Kyes. The base salary is $82,500 on an annual rate. 

Senator Henprickson. Yes. 

Chairman SarronstTati, Senator Cooper ? 

Senator Cooper. Mr. Kyes, I am, like you, a newcomer here; I do 
not know the details of the defense program, but I would assume from 
what has been said by Mr. Wilson, that General Motors’ contracts 
would be perhaps a large amount. Is there anything at all that would 
prevent you in your capacity to feel any hesitancy about making any 
decision which would either adversely affect General Motors or which 
might properly redound to their interest? Would you make those 
decisions yourself if you had to, or would you just say that somebody 
else will have to make it in those instances? 

Mr. Kyes. Well, I feel this: I feel if I am charged with the respon- 
sibility of being Deputy Secretary of Defense I ought to run the show 
and make the decisions no matter how much courage or criticism 
comes about as a result of that. Then, very obviously, it is possible if 
ne ‘re is a secretary, or someone of that sort, a Navy Secretary or 

Army Secretary, and so forth, that would be involved, I naturally 
ical 1 want them in on it for their knowledge of it. 
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As we look at this picture we are hoping this will be a team, and I 
think everybody is going to be in everybody’s business so far as this 
is concerned. I think Mr. Wilson has outlined this to you or we have 
discussed it, and we are trained as te am players in the General Motors 
principle of team playing. Does that answer your question, sir / 

Senator Cooper. Yes. 

The reason I asked is that if you had to make a final decision, and 
if you felt some hesitancy about it, then it could be that your associa- 
tion might be able to prevent the exercise of your full duties, and that 
is the reason I asked the question. 

Mr. Kyrs. Sir, could I read you a note I got from someone ¢ You 
get a lot of these letters, and it is really apropos of your remark: 

“ro sin by silence when the 5 shoul | protest makes cowards out of 
men.”—Abraham Lincoln. 

Down at the bottom of this little card a handwritten note Says, 

_—_ look to me as though you would spit in the Devil’s e ye. : 

Chairman SavronsraLtn. Are there any further questions of Mr. 
Kyes ? 

The Chair thanks you in behalf of the committee, Mr. Kyes, for 
vour very frank and full statement. 

The committee will recess until 2:30 this afternoon, at which time 
we will hear Mr. Lovett, and we will then meet again tomorrow morn- 
ing at 10 o’clock. 

(Whereupon, at 1:25 p. m., the committee recessed, to reconvene at 
10a. m., Friday, January 16, 1953.) 








NOMINEES DESIGNATE—CHARLES E. WILSON TO BE 
SECRETARY OF DEFENSE; ROGER M. KYES TO BE 
DEPUTY SECRETARY OF DEFENSE; ROBERT T. STEVENS 
TO BE SECRETARY OF THE ARMY; ROBERT B, ANDER- 
SON TO BE SECRETARY OF THE NAVY; HAROLD E, 
TALBOTT TO BE SECRETARY OF THE AIR FORCE 


FRIDAY, JANUARY 16, 1953 


Unrrep STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 212, 
Senate Office Building, Senator Leverett Saltonstall (chairman) 
presiding. 

Present: Senators Saltonstall (chairman), Smith of Maine, Hen- 
drickson, Case, Duff, Cooper, Russell, Byrd, Johnson of Texas, Hunt, 
Stennis, and Symington. 

Also present: John C. Herberg, Office of the Legislative Counsel ; 
William Darden and Verne D. Mudge, of the committee staff. 

Chairman SaLronstaLL. The committee will come to order. 

We will first hear Mr. Robert T. Stevens, nominee-designate to be 
Secretary of the Army. 

Mr. Stevens, will you take a seat at the end of the table. 

We will take you gentlemen in strict protocol, Army, Navy, and 
Air Force, in that order. 

Senator Henprickson. Mr. Chairman, may I have the privilege, 
since Mr. Stevens is a distinguished son of New Jersey, of formally 
presenting Mr. Stevens. 

Chairman SAvronstaty. It will be an honor. 

Senator Hrenprickson. When General Eisenhower decided he was 
going to appoint Mr. Stevens as Secretary for the Army, I was given 
a chance, an opportunity to look into some of Mr. Stevens’ activities 
and background, and I can assure you that Mr. Stevens is a man of 
great capacity who will measure up in every respect to our expecta- 
tions, and the expectations of the country and his own State. 

It is a privilege for me to come from the same State as our next 
distinguished Secretary for the Army. 

Mr. Srevens. Thank you, sir. 

Chairman Sarronstaty. Thank you, Senator Hendrickson. 
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The Chair would also like to read into the record a letter from Sen- 
ator Maybank, of South Carolina, regarding Mr. Stevens. He says, 
and I quote: 

As a former member of the Armed Services Committee, I am taking the liberty 
of writing to you to most highly endorse the Honorable Robert Stevens. 

I am doing this because during the last war I was a member of the Military 
Affairs Committee and after the reorganization was a member of the Armed 
Services Committee from which unfortunately I had to resign when I was 
elected chairman of the Banking and Currency Committee. During my services 
on the Military Affairs Committee I had many associations with Mr. Stevens, 
who was then Colonel Stevens, who Was stationed here in Washington the part 
of his time under General Gregory to expedite the movement of textiles to the 
military, and also to solve certain manpower problems with which the Army 
was confronted. 

I do not hesitate to say that his association with our subcommittee on every 
occasion Was most satisfactory and he rendered a great and outstanding service 
to the United States and to the military. 

With kind regards, I am, 

Sincerely yours, 
BurNeET R. MAYBANK. 

Mr. Stevens, as the Chair told Mr. Wilson and Mr. Kyes yesterday, 
this committee does its utmost. as the committee recommends the con- 
firmation of civilians to the armed services to make sure that they are 
patriotic citizens, and that there is nothing that they have personally, 
In any way, through contacts, or through other associations, that would 
interfere with their doing their full duty to the Government. 

Any questions asked you, therefore, I hope you consider perfectly 
impersonal, and in the best interest of the Government, and of our 
country; and, with that preliminary, I know that the committee would 
appreciate any statement that you care to make about yourself, and 
then the Chair will give each member of the committee a chance to 

sk you any questions they so desire. 


STATEMENT OF ROBERT T. STEVENS, NOMINEE-DESIGNATE TO BE 
SECRETARY OF THE ARMY 


Mr. Srevens. Thank you, Mr. Chairman. 

I appreciate the opportunity to make that statement, and I also 
assure the committee that I will be deligthed to answer any and all 
questions in the spirit in which the chairman has indicated. 

If you will bear with me for a minute or two, I will make a brief 
statement about myself, and I have very much in mind conserving the 
committee’s time, but I may take just a little longer on this statement 
because I am so anxious to get any pertinent fac ts of my case in front of 
the committee right now. 

I was born in Fanwood, N. J., in 1899, and my family moved to 
Plainfield, about 4 miles away, when I was about 5 years old. 

I went to school there, and I later went to Phillips Academy, 
Andover, where I graduated in 1917. 

I then went to Yale, which had become practically an Army camp at 
that time, World War I having broken out, and in 1918 I enlisted in 
the Army, was sent to an artillery tr uning school, and became a sec- 
ond lieutenant of the - ld artillery shortly before the end of the war. 

I then went to Yale, graduated in 1921, then entered the J. P. Stevens 
Co., manufacturers 9 distributors of textiles. a firm which had been 
founded by my father in 1899. 
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I started as a salesman in 1921. ] was elected t to the board « 
directors in 1923 and very unfortunately my father passed away in 
1929, just as we ente red upon the terrible de »pression of the thirties. 

I found myself, as president and chief executive officer of this 
business. 

I carried on with that through the thirties. 

In 1934 I was elected a director of the Federal Reserve Bank of 
New Jersey. Subsequently, I joined the boards of two or three other 
organizations: and, in 1940, just after the fall of the Low Countries, 
you recall that the old National Defense Advisory Commission was 
reactiv: ae and Mr. E. R. Stettinius was one of the members ap- 
pointed | yy the President at that time, and he got in touch with me 

and asked me if I would come to W ashington and help in the defense 
effort, which I did, effective in early June, 1940. 

I carried out my assignment in that capacity for the rest of 1940, 
and then returned home. 

In September of 1941, I received a letter from General Marshall, 
then C hie fof Staff. I had never met General Marshall. 

In this letter he said that he was inviting a few businessmen to 
attend a spec : il course of instruction at the Command and General 
Staff} School 1 1 Fort Leavenworth, Kans. It was for the purpose of 
familiarizing h usiness people with the organization of the Army and 
the plans of the Army as they existed at that time, and he asked me 
if I could arrange my affairs, which I did, and that course was fin- 
ished on the ds ly before Pearl Harbor. 

Directly after Pearl Harbor I was contacted by the een ter 
Corps and asked if I would accept a commission in the Corps and 
help them to organize their procurement. 

[ resigned from my own company and every other connection that 
had, almost exactly 11 years ago right now, in January of 1942, and 

vas thereafter commissioned a heutenant colonel in the Quartermaster 
orps, charged with the assignment of helping to organize the Pro- 
curement Department and to expedite delivery of supplies. 

I was familiar at that time, as I am now, with I think it is title 18 
section 434, of the Public Code. which bears on the subjec t of people 
coming into Government in any capacity. I am lea aware of 
that statute and the meaning of it. 

Senator Jounson. At that point, would you mind summarizing 
what your conception of the meaning is, what it says? 

Mr. Srevens. I think it is rather broad, Senator. It says that you 
can't be in the position of profiting, in effect, what it says is if you 
are working for the Government you can’t be in a position of profit- 
ing by Government contracts with private industry. I think that 
states it substantially. 

Senator Jomunson. I am not familiar with the reference, the cita- 
tion that you give. I just wanted you to identify 

Mr. Stevens. I think it is title 18, section 434, of the Public Code. 

Chairman Sa.ronstatu. That is right. That was read, Mr. Stev- 
ens, into the record yeste rds ay by Sen: itor Byrd. 

Mr. Stevens. Oh, it was? 

Chairman Sartronstatn. Yes. That section of the law was read 
in yesterday by Senator Byrd, and the Chair has asked the legisla- 
tive counsel of the Senate to be prepared to give an interpretation of 
that section to this committee this morning. 
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Mr. Srevens. Very good, Mr. Chairman. I am familiar with it. 
i can’t recite it verbatim, but I think I have given you the spirit of it. 

Senator JoHnson. Could I ask you if you are familiar with this 
prov ision: 

Whoever, being an officer, agent or member of, or directly or indirectly in- 
terested in the pecuniary profits or contracts of any corporation, joint stock 
company, or association, or of any firm or partnership or other business entity, 
is employed or acts as an officer or agent of the United States for the transaction 
of business with such business entity, shall be fined not more than $2,000 or 
imprisoned not more than 2 years, or both 

Is that it? 

Mr. Srevens. That is it precisely, sir. I have a copy of it in my 
brief case. That is exactly right. I haven’t seen the morning paper 
and didn’t know it was in there. 

In any event, when I left the company 11 years ago, I instructed that 
I would not in any way at any time, directly or indirectly, discuss 
with any former associate anything that had to do with the purchase 
of Government materials, 

I also went to my commanding officer, General Corbin, and also to 
the Quartermaster General, General Gregory, and said that in the 
unlikely circumstance that anything affecting the Stevens Co. would 
ever come to the attention of the Quartermaster Corps, that I would 
like to have an understanding that that be referred immediately to 
General Corbin, or in his absence, General Gregory. That was fol- 
lowed meticulously through the entire war effort over that period of 
practically 4 years that I was in the Quartermaster Corps. 

Senator Jonnson. On that point, I want to ask this question. You 
felt in the light of your association with the company, and in view of 
the job you were holding then, aes you wanted the record to show 
that you would disqualify yourself in connection with any decision 
affecting your company ¢ 

Mr. Srevens. That is correct, sir. In my capacity as it finally 
turned out to be, deputy director for procurement for the Quarter- 
master Corps, I was never a contracting officer. I didn’t buy goods. 
I helped to organize the purchase of the goods, and to expedite the 
Goats, but I was not in the position of contracting. That was done 

| Philadelphia and Jeffersonville, Ind., quartermaster depots. 

I was in Washington practically all the time, but I did have the 
good fortune to have a short mission to the European theater of opera- 
tions in February and March of 1945. 

When the war was over, I returned to the Stevens Co. I was 
elected chairman of the board. I was also elected to the boards of three 
or four other companies. I would be glad to give you the names if you 
would like them. 

In 1948, Mr. McCabe, who was then the chairman of the Board of 
Governors of the Federal Reserve System here in Washington, asked 
me if I would accept appointment. as a class C director of the New 

York Federal Reserve Bank and become chairman of the bank, 
which I did, and I held that position up until a few days ago. 

I have resigned once again from everything with which I am con- 
nected, with the single exception of my membership in the corpora- 
tion of Yale University, an organization on which two of your col- 
leagues serve, Senator Taft and Senator Bush. I have retained one 
contact and have severed all other contacts. 
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Senator Durr. That is the board of trustees ? 

Mr. Stevens. That is right. I have with me a list of the stocks 
that I own of my own company and of the other companies. I would 
like to present that to the committee. I also have another sheet on 
which is listed the holdings of my wife in the Stevens Co. and some 
minor amounts held by my children. 

I think on one of these two sheets I also listed the estimated value 
of a ranch that I own in Montana, which I am very devoted to. It is 
an operating cattle ranch. I have listed that on here. 

I on it also says on this sheet that I invested at one time $10,000 
in oil, but I can’t give you the details as I don’t remember, but the 
story is here and I want you to all have it and ask me any questions that 
you want about it. I may be a little disconnected in my presentation. 

I would like to mention one thing, and I do it in a very humble 
spirit, because I don’t have much ego, but I was very pleased at the 
end of the war when the Army awarded me the Distinguished Service 
Medal, because I felt that indicated that in the judgment at least 
of the Army, that I had done my job reasonably well, and I think 
that is what I prize most highly. 

I would like to say a word or two about my family. My eldest 
son was an ensign in the Navy in the Pacific at the end of the war 
the second boy was in a naval training unit, and when the war cane 
he continued on, and both of those boys are reserve naval officers today. 

Our third child is my daughter, our daughter, and she has been 
working here in Washington for approximately a year. 

I will skip then to the fifth one, the final one; he is a little fellow 
at home, and the fourth one is a private in the Army serving some- 
where in Europe, I do not know where; he is on the continent. We 
have an APO address. I just received yesterday—Mrs. Stevens 
and I did—the first letter to come from this boy. He is not a very 
good correspondent, and this is the first letter since the news of my 
nomination by General Eisenhower came, and I must confess I did 
get a thrill over the boy’s reaction. 

I think, in general, Mr. Chairman, that covers the biographical 
part of it, and I now welcome the opportunity of discussing the de- 
tails of it, 

Chairman Savronstat.. Thank you, Mr. Stevens. 

May the Chair ask this question, about which he was not quite clear. 
These lists to which you refer, do you want them to go in as part of 
the record or are you submitting them to the committee for the com- 
mittee to keep in its files with the idea that it can bring them out or 
they can be observed at any time ? 

Mr. Wilson yesterday put all his investments into the record. 

In the opinion of the Chair, unless the committee votes otherwise, 
and in other cases the committee has held those in one or two in- 
stances, the committee has held those in its files here. 

Mr. Stevens. Mr. Chairman, I appreciate that very much. I would 
like to have those two sheets handled in any way that the committee 
so desires. : ; 

Chairman Savronstatt. Has any member of the committee any 
suggestion on that ? 

Senator Jounson. In view of Mr. Wilson’s action, why do you not 
incorporate them in the record ? 

Senator Byrp. I would like Mr. Stevens to read them. 
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Chairman Savronstatu. Mr. Stevens, would you be willing to read 
them, and in that way it will go into the record, and the stenographer, 
if he does not get them all, you can correct it. 

Mr. Stevens. Yes. 

This first line is my own personal stockholdings, and this covers 
everything. In the General Electric Co., I have 500 shares, and I was 
a director there, and have resigned ; in General Foods Corp., 300 shares, 
and I was a director there. and resigned: International Telephone & 
Telegraph Co., 105 shares; Liberian Development Corp., 10,080 shares; 
I was a director in that one. 

Senator Byrp. Will you explain, Mr. Stevens, what that is. 

Mr. Srevens. Senator Byrd, I really do not know too much about it. 

Senator Byrn. Is that the one Stettinius got up? 

Mr. Stevens. Yes. I went in there as a result of my friendship 
with him years ago, and I do not honestly know too much about it, 

and I would be elad to get the facts on it, Senator. 

Senator Byrn. I just wondered about the nature of it. I know 
something generally about it. 

Mr. Srevens. It has something to do, I know, with the development 
of iron ore, and I think somethinge— - 

Senator Byro. Is it still operating or in existence ? 

Mr. Stevens. Yes; it is still operating. 

Senator Byrrp. Where did the y expect to make a profit on it, in what 
way? Was it to develop Liberia? It was, was it not? 

Mr. Stevens. That is right. 

Senator Byrp. Were they to make a profit out of that development, 
or what? 

Mr. Srevens. I think that there was an arrangement, if I remember 
rightly—I would like to, in order to have this correct, submit the facts 
to you, if you are interested—but, in general, there was some arrange- 

ment whereby the development of national resources, any profits was 
div ided, I believe largely between the Government of Liberia and the 
contractor that might be developing iron ore and this Liberian com- 
pany had an interest, a small interest, in that project, primarily, I 
think, for having brought, perhaps, American know-how to Liberia 
for some of this development. I can assure you it has never amounted 
to very mu os 

Senator Byrp. What is the amount of your investment in it 
dollars ? 

Mr. Srevens. The number of shares is 1,000 shares, and my recol- 
lection, Senator, is that I invested $5,000. 

Senator Symineron. You said 10,000 before. 

Mr. Srevens. The number of shares I own is 1,080 shares, and my 
recollection is that I paid $5.000 for it. 

Senator Byrn. I thought you said $10,000. 

Mr. Srevens. If I did, it was a slip of the tongue; 1,080 shares. 

Marion Manufacturing Co., that is a textile plant, 134 shares, and 
I was on that board and resigned; Owens-Corning Fibre Glass Corp., 
12,000 shares, I was on that board and resigned; Pan American World 
Airways, 1.000 shares, I was on that board and resigned. 

Senator Byrrp. Mr. Stevens, would you mind indicating, so far as 
your knowledge goes, which of these companies would have contracts 
with the armed services ? 
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Mr. Srevens. Oh, the General Electric Co. would, International 
Telephone & Telegraph would, Owens-Corning Fibre Glass would, 
and I am sure Pan American World Airways would serve the Gov- 
ernment; isn’t that so, Senator Symington, would you assume that 
to be so? 

Senator SyMinGron. Off and on. 

Mr. Stevens. Off and on. 

Senator Case. Wouldn't the textiles also possibly, through clothing, 
with the Quartermaster Corps? 

Mr. Srevens. i had not quite got to that, Senator. 

Senator Byrn. Another suggestion I would like to make is instead 
of giving the number of shares, you give the money value instead of 
the shares. 

Mr. Stevens. I will supply that; I do not have it on the sheet. 

Senator Byrn. All right, so we will get a complete picture. 

(The above supplemental information will be made a part of the 
committee files. ) 

Mr. Srevens. Sears, Roebuck & Co., 100 shares; Alexander Smith, 
Inc., 1,000 shares, L was on that board and resigned: J. P. Stevens & 
Co., 42,486 shares and, of course, I was on that board, and was chair- 
man of the board, and its top officer, and I resigned from that. 

Senator Byrp. Has that company got contracts with the armed 
services / 

Mr. Srrvens. Yes. 

Senator Byrp. Has it got contracts now ? 

Mr. Srevens. They have run contracts right along, Senator. 

Senator Byrp. How many shares there ¢ 

Mr. Srevens. 42.486. 

Senator Byrp. What would you estimate the value of that to be? 

Mr. Srevens. It is quoted about $34 a share on the New York Stock 
Exchange. 

Senator Byrp. What would be the estimate of the amount of the 
contracts at any one time, let us say, over a year’s period; what would 
it be? 

Mr. Srevens. I would think that last year was probably a peak 
year, and ran somewhere in the neighborhood of possibly $125,000,000 
would be my guess. It would be much less this year. 

Senator Byrp. The name of that company was— 

Mr. Srevens. J.P. Stevens & Co., Inc. 

Senator Byrp. That is your own company ? 

Mr. Stevens. Yes, sir. 

Senator Byrp. And you have resigned / 

Were you an officer of the company ¢ 

Mr. Srevens. I was chairman of the board, and top officer. 

I resigned, I am not on the board and I am not an officer; in fact 
I am currently unemployed. 

Senator Byrp. But you still own your stock ? 

Mr. Srevens. Yes. 

Senator Byrrp. What dividends does the stock pay ? 

Mr. Srevens. $2 a share is their regular dividend. 

Senator Byrp. That would be $84,000 a year ? 

Mr. Srevens. That is correct. 


28017 Do y 








62 NOMINATIONS 


Senator Byrrp. And you think that ratio of $125,000,000 a year, 
would that be $125,000,000 in contracts in 1 year, or would that be 
the amounts of contracts for a given time ¢ 

Mr. Srevens. The $125,000,000 figure, Senator Byrd, would be the 
amount of cloth that was delivered by the company to the Government 
during the course of 1952. 

Senator Byrp. In 1 year? 

Mr. Srevens. That is right. 

Senator Byrp. And it would probably continue on that basis, you 
think ? 

Mr. Srevens. No, sir: I do not. 

Senator Byrp. You do not ? 

Mr. Srevens. No. I will come back if I may. I would like to 
read the last item on the list: 

Yale-Towne Manufacturing Co., 378 shares. 

Now, in regard to the Stevens Co., there is another point I would 
like to mention, and that is that my father’s estate owned 206,000 
shares of stock, and the executors of the estate have the Stevens Co. 
stock, and those executors are my brother, my mother, and myself 
and the stock is held in trust, with income to my mother. 

If | survive my mother, under my father’s estate, | would receive 
a one-third interest in the estate, the other two-thirds going equally 
fo my two brothers. 

Senator Byrp. How much stock —_— 

Mr. Srevens. If I should predecease my mother, eventually that 
interest would go to my children. 

Senator Byrp. What is the amount of that stock in trust ? 

Mr. Srevens. 206,000 shares. 

Senator Byrp. 206,000 shares / 

Mr. Srevens. Yes. 

Senator Byrp. [f your mother dies, you would get one-third, is that 
correct / 

Mr. Srevens. That is correct. 

Senator Casr. Mr. Stevens—— 

Chairman SALTONSTALL. Senator Case? 

Senator Case. What was your salary, as top officer ¢ 

Mr. Srevens. $80,000. 

Senator Case. What would be your salary as Secretary of the 
Army ¢ 

Mr. Srevens. I think it is $18,000, but I am not sure. 

Senator Case. You might be better off if you did not take the job. 

Mr. Srevens. I would be better off financially, but I would not be 
better off from the standpoint of trying to do something for the United 
States. 

Senator Hunt. You wouldn't be better off in your own conscience ? 

Mr. Stevens. No, sir. 

Senator Hunt. Do you own any New York telephone stock, or are 
you still 

Mr. Srevens. All of the stock of that company, Senator, is owned 
by the American Telephone Co., which is a parent company, and I 
was a director in one of the subsidiaries, but the stock is all owned 
by the American Telephone Co., no director owns any stock, 

I would like, just as I think of it, to make a comment here, Mr. 
Chairman, and that is: If you see fit to confirm me, of course, I have 
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given a great deal of thought to the question of the relationship of 
the Stevens Co. to the Department of Defense, or the Department 
of the Army, and I think I am in a somewhat unique position. 

I have been through the situation before, so there is some kind of a 
record somewhere on it. 

This point I think is worthy of mention, in connection with whether 
or not there is any possibility of a conflict of interest, and that is this: 
That all of this business that has been done by the Stevens Co. since 
the war, with the Government, and will continue in the future, as far 
as I know and believe, is on a strictly competitive-bid basis. 

Practically every vard of cloth, these figures I gave Senator Byrd, 
all of that was on the basis of a strictly competitive bid, and those 
contracts go to whoever, or whatever reliable bidder makes the lowest 
bid, and the textile industry, as I am sure the chairman knows, is a 
very competitive industry, and all of these contracts are handled on 
the basis of a competitive bid, and the bids are very low and very 
competitive, and the figure I gave Senator Byrd a moment ago was 
awarded to the Stevens Co. on a basis of a competitive bid, and if the 
Stevens Co. took any more business in the future, it would be only on 
the basis of compet itive bid. 

Chairman Savronstany. Are you through with your voluntary 
statement 7 

Mr. STEVENS. Yes, sir. 

Chairman Savronstatn. May I ask two questions, and then I would 
like to turn you over to the other me whe rs of the committee. 

Is there anything in your mind, or from any examination of the 
facts that you have m: ade, from your former relations with the Stevens 
Co., or any of these other r companies, that will make it impossible for 
vou to be absolutely free, mentally and physically, in carrying out 
your duties as Secretary of the Army? 

Mr. Srevens. Nothing whatsoever. 

Chairman Sarronstatn. You mentioned the statute, section 434, 
which Senator Byrd read into the record yesterday. 

Now, have you consulted vour lawyer or counsel as to whether 
or not this business of the Stevens Co. with the Government makes it 
impossible or conflicts in any way with that statute ? 

Mr. Srevens. I talked with my lawyer about it, Senator, but I do 

have a legal written opinion on it. 

Senator Jounson. Could I ask you this question at this point ? 

Mr. Stevens. Yes. 

Senator Jonnson. I asked this yesterday: Would you have any re- 
luctance to pass on Stevens Co. contracts, as See retary of the Army, 
or W ilk vou disqualify yourself? 

Mr. Stevens. Oh, completely disqualify myself, sir. 

Senator Jounson. You mean, vou would not feel that it would be 
proper to pass on a contract with the Stevens Co. ? 

Mr. Srevens. I feel it would be improper. 

Senator Jounson. Would you elaborate on that a little? 

Mr. Stevens. Well, I explained what I did in World War IT. 

Senator Jounson. That impressed me. 

Mr. Srevens. I propose the same thing: If I am confirmed as Sec- 
retary of the Army, it would be difficult for me to conceive of any 
item of the Stevens Co. that would ever reach the office of the Secre- 
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tary of the Army, but if it ever did my secretary's office would be 
instructed to forward that directly to the Secret: ivy of Defense. 

I would not allow it to be in my oflice at all. 

Senator Jounson. You would not / 

Mr. Srevens. I don’t think it should be. 

Senator JOHNSON. Why ( 

Mr. Stevens. Well, I think that I, being a stockholder in the com- 
pany, it would just be more logical and sounder and wiser to have 
my decision on anything that conceivably affects that company made 
1 i higher aut! lority. 

Senator Jounson. Isn't it your opinion that any man who has sub 
tantial stock interests in a company should disqualify himself in 
connection with awarding contracts to that company?’ Is that the 
reason / 

Mr. Srevens. Yes, it is, sir. I think he should be disqualified on 
that eround. 

Chairman Savronsratt. Mr. Stevens, Senator Symington calls to 
my attention the fact that the Chair made the remark to other wit- 
nesses that this record which is now being formulated will of ,course 
be open to everybody in the United States Senate. 

Mr. Srevens. Yes, sir. 

Chairman Savronsrau., Senator Byrd, have you any questions vou 
care to ask ? 

Senator Byrp. I don't think I have any questions. 

Chairman SALTONSTALL, Senator Hendrickson. 

Senator Iimnprickson. Yes. Mr. Stevens, carrying Senator oe: 
son’s questions one step further, if you were called upon to make 
decision in the interests of the United States Government, which was 
comp ‘letely adverse in every respect to the interests of the Stevens 
Co.—let us suppose some problems fell in your lap and you had to 
make the decision, and it would i impair in many respects the interests 
of the Stevens Co.—do you feel that you could make that decision 
n the interests of the United States Government ? 

Mr. Srevens. I do. That is one I could make. If it was clearly 
adverse to the Stevens Co. I would have no hesitancy in making it. 
If it was something that could be interpreted, on the other hand, as 
leading to the advantage of the Stevens Co., either in the form of 
contracts or any other phase, then I would disqualify myself. I 
wouldn't hesitate to render a decision adverse to Stevens and in the 
interests of the United States. 

Senator Jounson. Will the Senator yield / 

Senator Henprickson. I vield. 

Senator JOHNS N. The ‘re may be a difference ot opinion on wh: ut 
would be favorable and what would be unfavorable to the company. 
It is my impression that you felt it was bad public policy for a con 
tracting agent to deal favorab ly or unfavorably with the company 

1 which he had a substantial interest, and for that reason you dis- 
qualified vourself from passing on any matters affecting your com 
pany, regardless of what the final conclusion might be, during World 
War II, and I had assumed from your testimony that was your feeling 
at the moment. 

Mr. Srevens. In general, Senator Johnson, I feel that way, but on 
the other hand, as I say, if it was a decision which was in the interests 
of the United States and affected the Stevens Co. adversely—and the 





SRC EN mR 


NOMINATIONS 69 


With Senator Hendrickson put the question, he said, if I had to make 
the decision could I make it, and I said, Yes, I could. 

Senator Jounson. But you wouldn't make it, would you? You 
would pace it to some person that had no connection with the company. 

Mr. Srevens. As a general proposition that is what I would do. 
and as | say, 1 would set it up with my associates, but once aga 

either directly nor indirectly will I discuss any matter of that kind, 

relating to Gove rnment business, with any of my former associates, 
and the Office of the Secretary of the Army would have standing 

structions that anything coming up there affecting our company 
would automatically go to the Secretary of Defense. 

Senator Jounson. Thank you, Senator Hendrickson. Pardon me 
for the interruption, 

enator Hi NDRICKSON,. That Is perfectly all right. 

Mr. Stevens. you told S enator By rd, In response to his questions, 
that your company had over the past vear $125 million worth of bus 
ness with the Government. 

Mr. Stevens. Approximately that; yes, sir. 

Senator Hi NDRICKSON, Well, \ hat proportion of your total busi 
ness would that figure represent / 

Mr. Srevens. It would be, roughly, a third. 

Senator Henprickson. About a third of your total business ? 

Mir. Srevens. For that particular year. 

Senator Henprickson. Where are your plants located? In eve) 
state / 

Mr. STevens. Our ae are located in New Hampshire, Massa 
chusetts, Virginia, North Carolina, South Carolina, and Georgia, and 
ilso in Pennsylvania. hone are the locations of the plants. 

Senator Henprickson. Thank you. I think that is all. 

Chairman Savronsraty. Might the Chair ask this question in that 
connection. Perhaps it isn’t strictly relevant. 

It is true, is it not, Mr. Stevens, that the contracts for materials and 
textiles that were made last year are very much more substantial than 
they probab ly will be in the next 3 or 4 years 

Mr. Srevens. It has that ap pearance; yes, sir. 

Chairman Savronsratn. Senator Johnson 

Senator JOHNSO N. Mr. Steve Hs, have you dise losed to the commit 
tee all your financial holdings ¢ 

Mr. STEVENS. Yes, sir. I have Mrs. Stevens’ material here if you 


would like that, sir. Do you want me to read this ¢ 
Senator Jounson. I don’t think Mrs. Stevens is up for confirmation, 
and I don’t care about that. There will be some 90 other Senators 


who will be reading this record. and I would like the record to show 
that you have made an attempt to tell the committee all the invest 
ments you have. 

Mr. Srevens. That is everything. 

Senator Jounson. Now, could you make a brief statement for the 
record on what you think good public policy dictates insofar as the 
contracting official in the Army is concerned—that would mean you 
and many of your subordinates—what his rules should be in dealing 
with companies in which he stands to profit or to lose. In other words, 
companies in which he has a substantial financial interest. 

What do you think the policy of the Army should be in that connec 
tion so far as you are concerned, as apphed to the Stevens Co., so far as 








66 NOMINATIONS 


this lieutenant colonel in the Reserve may be concerned as applied to 
the du Pont Co. or some other company? What I want to get in the 
record. I want the committee to know and I want the other 80 Senators 
who will read this record to know what your opinion is in that connec- 
tion. 

Mr. Srevens. Well, in connection with, let’s take the Stevens Co. and 
its business, with which I am the most familiar. So far as I know— 
and I believe it is correct procedure—that business will continue to be 
handled on an open competitive bid. The Army, through its contract- 
Ing officers in New York, Philadelphia, and Jeffersonville, Ind.., will 


release invitations. The various units in the industry will put in their 
bids. Those will be analyzed by the contracting oflicer and awarded 
to the lowest responsible bidde oT, I see no reason in textiles to change 


that at all. 

Senator Jomunson. Now frequently those things are not awarded by 
the contracting officer. There is some dispute about whether this com- 
pany can deliver and whether the second company should be consid 
ered, and so forth. 

Now, if in the case of the Stevens Co, that came to your desk, is it 
your testimony that you feel it would be improper for you to make the 
decision and, therefore, you would disqualify yourself, and ask some 
other official not connected with the Stevens Co. to do it ? 

Mr. Stevens. Yes, Senator. 

Senator Jonson. Is it your opinion that that same policy should 
sly to all your subordinates under similar circumstances ¢ 

“Mr. Stevens. All my subordinates? 

Senator Jonnson. Yes. Assuming this lieutenant colonel has got 
some interest in Standard Oil and you have taken bids on a certain 
amount of oil, and he has some interests in an asphalt company or he 
has some interest in a cement company, what I want the record to show 
is What I thought you said originally was your policy during World 
War II; that you do not think it is good business for a contracting 
officer to pass on awards that involve a company in which he has an 


interest. 

Mr, Srevens. Well, Senator, maybe it is a hard one to answer “yes” 
or “no” in this sense that a matter of degree would enter into that 
little bit with that with me. I would think if a contracting officer 
owned, say 10 shares of the Standard Oil Co. of New Jersey, and if 
he was buyin npriont: um products for the military services, particu- 
larly on com petitive bidding, it would not seem to me it would be neces- 
sary for him to disqualify himself. That is a very simple example at 
one end of the line. 

On the other end of the line, however, where I am a substantial stock- 
holder in the Stevens Co., I should think that would disqualify me. 

Senator Jounson. Where would you draw that line ? Would $100,- 
000 investment in a company be all right for a man to pass on giving a 
contract to a company? Would $200,000? Where would you draw 
the line? 

Mr. Srevens. To me, the problem involves fundamentally a question 
of integrity: that isa thing we are all looking for. 

I would think it would come under the head of a rule of reason, and 
if we have peop le of character and integrity that we are dealing with, 
we will never have any trouble, and it would be my hope that that is 
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the way we con luct the purchases of the Department of the A rmy. I 
certainly will start at that end if you see fit to put me on the job. 

Senator JomREON. I am not familiar with the statutes, all of them 
that apply to the Army, but I know in many instances a man sitting 
ona board in the executive branch is prohibited from passing on mat 
ters in which he has stockholdings, and I just wondered what your 
veneral feeling was. and I thought you made a very good statement 
or your policy in World War II, and I wondered if you felt it was 
proper from your standpoint—that you did not think it would be 
proper to exact that from your subordinates because, no doubt, you 
will have some policy concerning it, and will not leave it up to each 
individual. 

Mir. Srevens. Well. I would like a little time to think that one out, 
Senator Johnson. I am sure I am thinking exactly as you are in re 
spect of achieving the proper climate in which to handle this type of 
matter. 

Senator JoHnson. That is all, Mr. Chairman. 

Senator Byrp. May I ask one question, Mr. Chairman ¢ 

Chairman SavronsraL.. Senator Byrd has one question. 

Senator Byrp. Mr. Stevens, would you mind giving to the committee 
the percentage of stock in J. P. Stevens Co. owned by you and your 
re ls atives ¢ 

Mr. Srevens. There are roughly 4 million shares outstanding, so 
that mv holding of 42.486 shares is 

Senator Byrp. It is a family corporation, is it not; largely or not? 

Mr. Srevens. No, sit 

Senator Byrp. It is not? 

Mr. Srevens. It is a publicly owned corporation which has about 
7.500 stockholders. 

Senator Byrp. Then you and your family, including this trust that 
you referred to—what percent, roughly, would you own? 

Mr. Srevens. Well, now, 1 would say approximately 7 percent. 

Senator Byrp. Seven percent ¢ 

Mr. Srevens. Including the large trust—that is approximately 5 
percent—and in my own immediate family, Mrs. Stevens, my children 
and mise .1f—it would be a little over 2 2 perce nt. 

Senator Byrp. I see. Thank you. 

Mr. Srevens. I would also like to mention this ranch that I men 
tioned before that is valued at $203,000. 

Chairman SauronstTaLL. A ranch in Montana. 

Mr. Srevens. Yes: a ranch in Montana. 

Senator Jounson. Mr. Chairman, I do not want to press this mat- 
ter, but I would like for the public record to show what the proposed 
nominee designate’s feelings are on this matter so far as policy is con 
cerned, and he says he wants to think it over, and I would hop e that 
we could have a brief statement in the record before the hearings are 
printed showing whether or not he thinks that it would be good public 
policy to permit contracting officers to deal with companies in which 
they have substantial investments. 

Mr. Srevens. Well, you used the word “substantial” then, Senator 
Johnson: that clears it for me. I would not be in favor of that. 

Senator JoHNson. Y ou would think it would be poor public policy / 

Mr. Srevens. Yes, sir 
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Senator Byrp. What is “substantial”? Somebody will have to de 
fine that. 

Mr. Srevens. Senator Johnson used that word just now. 

Senator Byrp. What is Senator Johnson’s definition of “substan- 
tial’? 

Senator JoHnson. I do not have a definition of “substantial,” but 
| would think that, at least. looking at it from the senatorial view- 
nome, that a few hundred thousand dollars would certainly be sub- 
stantial: wouldn’t you ¢ 

Mr. Srevens. Yes, sir; very much so. 

Senator Jounson. I asked the witness where he would draw that 
line. whether it would be 10 shares or a hundred shares or a thousand 
shares, and he said it would de pe nd on the degree. 

Now, the statutes do not recognize degree in a great many instances. 
They Say if a man can profit directly or indirectly, if he had one 
share—— 

Mr. Stevens. That is right, sir. 

Senator Jounson (continuing). He could profit directly and in 
directly. 

Mr. Srevens. Correct. 

Senator Jounson. I am not the person to be confirmed, but I do 
want the record to be full. and I want to have the witness given and 
to give the witness every opportunity to show to this committee and to 
show to the country and the other Senators what his views are on 
matters like this, because every day we get questions about contracts 
that we have awarded where administrative judgments favored some- 
body. 

Mr. Srevens. I quite agree, Senator Johnson, that a matter of sev 
eral hundred thousand dollars investment in any company should 
automatically disqualify me or any contracting officer. I am just 
as clear on that as I could possibly be. 

Senator Jounson. You think you would institute such a policy if 
you were confirmed to be Secretary of the Army / 

Mr. Stevens. Yes, sir. 

Senator Henprickson. Wouldn’t this whole thing depend on the 
particular circumstances in any case more than anything else? 

Mr. Srevens. I think it would, Senator Hendrickson. 

Chairman SautronstraLt. With the indulgence of the committee at 
this point, because of this discussion and because of the fact that Sena- 
tor Byrd said he would have to absent himself at 11 o’clock - 

Senator Byrp. I will be back. though. 

Chairman SaALronsTaLL (continuing). The chairman would think 
that this is a proper point to say that yesterday the Chair asked the 
assistant legislative counsel, John C. Herberg, who generally helps 
this committee, to give an interpretation of section 434 of title 18 of 
the United States Code, with particular reference to a stockholder’s 
receiving dividends in a corporation which does business with the 
Government. 

Mr. Herberg states that he worked until 4 o'clock this morning. The 
Chair himself has just been able to glance through this, and the Chair 
believes that at this point it would be very informing to the com- 
mittee if Mr. Herberg would just very briefly, in the presence of Mr. 
Stevens, give the substance of his findings. 
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Senator Durr. Mr. Chairman, may I suggest that we have the 
provisions of that act read first, before he gives his interpretation. 

Chairman Sauronstatyt. The Chair will be glad to read the pro 
visions of section 434, title 18, United States Code, which became 
effective September 1, 1948, and was a reenactment, in slightly dif 
ferent language, of a previous statute. 

The statute section reads as follows: 

Whoever, being an officer, agent, or member of, or directly or indirectly in 
terested in the pecuniary profits or contracts of any corporation, Joint stock 
company, or association, or of any firm or partnership, or other business entity 
is employed or acts as an officer or agent of the United States for the transac 
tion of business with such business entity, shall be fined not more than $2,000 
or imprisoned not more than 2 years, or both 

Under that section, as it was originally called to the chairman’s at 
tention by the Senator from Virginia, the Chair asked Mr. Herberg 
to be prepared to give an opinion today to this committee, on the 
specific question as to whether or not a stockholder receiving divi 
dends from any such corporation doing business, such as say, Gen 
eral Motors, in which Mr. Wilson was a stockholder, and Mr. Stevens 
being a stockholder in the Stevens Co., but completely divorced other 
wise, would be liable for criminal prosecution under that act. 

Now, Mr. Herbere has examined the cases, The Chair believes 
that he will state there is no direct case in point, but the Chair be 
lieves the committee will be interested in his findings. 

Senator Byrp. Mr. Chairman, I want to say to the committee that 
I requested Mr. Herberg, a few days ago, to compile a list of cases 
affecting public officials, and that was put into the record yesterday. 

The other laws, in addition to the one we are now discussing. 

The CuarrmMan. The Chair thanks the Senator for that informa 
Lion, which is helpful. 

Now, Mr. Herberg. 

Mr. Herrere. As stated by the chairman, I have been unable to 
find any existing legal precedent which answers squarely and defi 
hitively the questions before the committee. 

There are two critical questions involved in any interpretation of 
section 434: First, what constitutes a “pecuniary interest” within the 
meaning of that section; and then, second, what constitutes the “trans 
action of business as an officer or agent of the United States” within 
the meaning of that section / 

Both of those questions are troublesome. 

As a result of my examination of the cases which are set forth in 
the memorandum which has been referred to by the chairman, I have 
come to certain generalized conclusions which may be helpful, but 
which certainly do not answer the question of the committee. 

Chairman SaLTonstaL.. Without objection, the Chair will put in 
the record the memorandum that he refers to. 

Is there objection ¢ 

(There was no objection. ) 

Chairman SaLronsTauu. The Chair hears none. 

All right, Mr. Herberg. 

Senator Byrp. Would you mind giving the page number ? 
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Mr. Herserc. Iam reading from page 8 of the memorandum: 
UNITED STATES SENATE 
Office of the Legislative Counsel 
MEMORANDUM FOR SENATOR SALTONSTALL 


This memorandum is transmitted pursuant to your request for information 
concerning the interpretation placed by the courts upon provisions of law set 
forth in a memorandum for Senator Byrd dated January 14, 1953, reciting cert- 
tain statutes pertaining to possible conflict between the private interests and the 
official duties of officers of the Government. 

It is understood that you are concerned chiefly with statutory provisions which 
might be construed to disqualify an individual from serving as an officer of a 
pecuniary character, such as the possession of capital stock or other equity, in 
business enterprises which have or may have business dealings with the Govern- 
ment. In the interest of expeditious response to your request, no consideration 
will be given to statutes (1) which are not applicable to any officer of the 
Department of Defense, or (2) which apply only upon the performance by a 
Government officer of some specifically prohibited act, such as serving as an agent 
or attorney for another in connection with a claim against, or a contract or 
controversy with, the Government. Statutes which, for that reason, are not 
considered in this memorandum include sections 281, 283, and 1901 of title 18 
of the United States Code and all statutes cited in part II of the memorandum 
of January 14, 1953, referred to above 

Chere remain for consideration in this memorandum the provisions of sections 


i 
134 and 1914 of title 1S of the United States Code 





Section 434, title 18, United States Code 
Section 434 of title 18 of the United States Code, as enacted into affirmative 
law by the act of June 25, 1948 (62 Stat. 683), effective September 1, 1948, 


how |] rovides 

Whoever, being an officer, agent, or member of, or directly or indirectly 
interested in the pecuniary profits or contracts of any corporation, joint-stock 
company, or association, or of any firm or partnership, or other business entity, 
is employed or acts as an officer or agent of the United States for the transaction 
of business with such business entity, shall be fined not more than 42,000 or 
imprisoned not more than 2 years, or both.” 

The text of that section had its origin in section 1783 of the Revised Statutes, 
which was carried into the former Criminal Code as section 41 thereof by the 
act of March 4, 1909 (35 Stat. 1097). The text, as it existed prior to reenactment 
n 1948, was the following (18 U.S. C., 1940 ed., 93): 

“No officer or agent of any corporation, joint-stock company, or association, 
and no member or agent of any firm, or person directiy or indirectly interested 
n the pecuniary profits or contracts of such corporation, joint-stock company, 
ssociation, or firm, shall be employed or shall act as an officer or agent of the 
United States for the transaction of business with such corporation, joint-stock 
company, association, or firm. Whoever shall violate the provision of this section 

ned not more than $2,000 and imprisoned not more than 2 years. 
(R. S. see. 1783; Mar. 4, 1909, c. 321, sec. 41, 35 Stat. 1097.)” 
section 434 with the text of section 41 
s that, for most purposes, decided cases 
arising under section 41 may be regarded as either controlling or strongly per- 
suasive with respect to the interpretation of section 434 

It is assumed that no question is now presented with respect to the service 
of any person as an officer of the Department of Defense simultaneously with his 


shall be fin 


Comparison of the present text 





of the former Criminal Code sugge 





occupancy of any position as an “officer, : t, or member” of any business entity 
transacting business with that Department. The question remaining, then, is 
this: What constitutes a direct or indirect interest in “the pecuniary profits or 
contracts” of a business entity within the meaning of section 454 of title 18? 


No opinion of any court has been found which construes the present text of 
by the following review, decided cases 
onstruing former section 41 of the Criminal Code appear to be largely inconclusive 
s to the question under consideration, 

In U.S. v. Strang (254 U. S. 491 (1921)) an inspector employed by the Emer- 
gency Fleet Corporation, a wholly owned Government corporation, was held 


ot to be “an officer or agent of the United States” within the meaning of that 
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section because the agent of a corporation ordinarily is not the agent of stock 
holders thereof, and therefore not punishable under that section for acting as 
the agent of the Fleet Corporation in executing orders for services to be rendered 
for it by a private partnership of which he was a member. See also Pierce v. U.S 
(314 U.S. 306, 318 (1941) ). 

In U. 8. v. Chemical Foundation (272 U. S. 1 (1926)), suit was instituted by 
the United States to set aside sales of patents of enemy aliens acquired b) 
seizure during World War I. The sales were made by the Alien Property Cus 
todian to the Chemical Foundation, a corporation which had been organized 
pursuant to the plan of certain Government oflicers to receive and hold those 
patents for the benefit of American industry through the issuance of licenses 
thereunder. At the time of most of those sales, one Garvin was Alien Prop 
erty Custodian and also president and a director of the foundation The 
Government contended, among other things, that those sales were void because 
they were made in violation of section 41 of the Criminal Code. The Court 
rejected that contention on the ground that (1) section 41, being a penal prov 
sion, was to be strictly construed, and was not to be extended to cases not 
clearly within its terms; (2) the action taken by Garvin as Alien Property 
Custodian was fully authorized by emergency legislation contained in the 
Trading With the Enemy Act and by appropriate Presidential delegations of 
power thereunder; and (3) neither Garvin nor any of the other persons acting 
for the United States had any financial interest in the foundation, its profits, 
or its contracts because all of its shares were purchased by others and, for 
purposes of voting control, were held by trustees carefully chosen to protect the 
public interest in the use of the patents. The Court concluded (p. 19): 

‘The arrangement was intended to amount to a public trust for those whom 
the patents will benefit and for the promotion of American industries, and to 
zive to them the right to have on equal and reasonable terms licenses to make, 


use, and sell the inventions covered by the patents The foundation is prop 
erly to be considered an instrumentality created under the direction of the 
President to effect that disposition and subsequent control of the patents whic! 


he determined to be in the public interest rhe transactions complained of did 
not involve any of the evils aimed at by section 41 The act will be construed 
and applied as not qualified or affected by that provision of the Criminal Code.” 

In so doing, the Supreme Court appears to have accepted the view taken 
earlier by the Circuit Court of Appeals for the Third Circuit in its analysis of 
section 41 (U.S. v. Chemical Foundation, 5 F. (2d) 191, 209 (1925)): 

“J 
(a) that the offending person shall hold opposite and incompatible positions, 
in that (b) he shall be an officer or agent of the United States and (c¢) at the 
same time an officer or agent of a corporation engaged in a transaction with 
the United States, and (d) as such he shall be directly or indirectly interested 
in the pecuniary profits or contracts of such corporation.” 

That court, in rejecting the Government’s contention, had relied upon the 
following elements of proof (p. 209): 

When Mr. Palmer made the contract of sale Mr. Garvan was an officer of the 
United States, serving his Government without compensation, being one of that 
class generally known as dollar-a-year men. He was not then an officer of the 
Chemical Foundation. When, later, he became Alien Property Custodian and 
also president of the Chemical Foundation, there was present the element of 
two official positions, and in these positions it is true he carried out the contract 
previously made, but there was lacking the element of a direct or indirect in 
terest on his part in the pecuniary profits or contracts of the foundation, for 
he agreed to serve as its president without compensation and he has kept his 
agreement Iie has not received from it any money for any purpose, even 
for his expenses. Moreover, the bylaws of the corporation provide that the 
president and vice president shall serve without pay. Mr. Garvin, together 
vith Mr. MeKay and Mr. Corbitt, while holding positions under the United 
States and at the same time acting as directors of the foundation, were not 
holders of the stock of the corporation other than shares placed in their names 
to qualify them as directors. Therefore, with respect to these three gentle 
men there is wholly lacking the element of a direct or indirect pecuniary interest 
in the profits or contracts of the foundation.” 

In Muschany vy. United States (324 U. S. 49 (1945)),. the Government insti- 
tuted proceedings for the condemnation of certain land desired for the con- 
struction of an ordnance plant. To establish the amount of the proper con- 
demnation award, defendants pleaded certain contracts previously entered into 


defining the offense the statute discloses that it has several elements; 
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between them and the United States for the purchase of that land. The Govern- 
ment then contended that those contracts were invalid under section 41 of the 
Criminal Code and certain other statutory provisions. The evidence showed 
that the War Department had retained the services of one McDowell to act as 
agent for the Government in obtaining options upon the land, and that under 
that arrangement McDowell was to receive for his services “5 per cent commis- 
sion * * * to be paid by the vendor” (p. 52). In answer to the Government's 
contention that the arrangement violated section 41 in that it contemplated 
the receipt of compensation by the Government's agent from the vendor of the 
land, the Court stated (p. 67): 

‘The Government calls attention to Criminal Code sections 41, 112, and 113, 
and the act of March 3, 1917 (39 Stat. 1106), as indicative of a declared public 
policy against an agent of the United States being permitted to have a pecuniary 
interest in a contract when that interest would be enhanced in value at an 
expense to the Untied States. But these sections relate to a Government official's 
representation of the Government in matters involving a private corporation or 
firm in which the Government agent has an interest. or a Government official’s 
receipt of consideration for procuring a contract from the Government for any 
person or for any service rendered in relation to any such contact, or receipt 
of any salary or supplement to salary in connection with his Government serv- 
ces from any source other than the Government of the United States. Thus 
these sections manifest a legislative intention to bar a Government agent from 
receiving pay from a third party for assisting that third party to secure a 
Government contract. 

“Here the pay was for services rendered to the Government In form the 
vendors agreed to pay the compensation but actually the United States was the 
payer. As stated above it was merely a convenient way in which the Govern- 
ment’s promise to pay its agent could be met.” 

In Atkinson v. New Britain Machine Co. (154 F. (2d) 895 (CCA 7, 1946)). 
the plaintiff brought suit to recover sums alleged to be due him pursuant to a 
contract under which he had served as an agent of the defendant company 
n the sale of machine tools manufactured by the defendant to industrial pur- 
chasers. For such service the plaintiff was to receive a stated salary and a 
ommission upon sales made by him. Defendant urged that such contract was 
void under section 41 of the Criminal Code and certain other provisions of law. 
The evidence relied upon in support of that contention showed that during the 
period of the contract (1) the plaintiff, at the request of the defendant, had 
served as a technical consultant to the Army and Navy Munitions Board on 
a-dollar-a-year basis; and (2) as a part of a Government program to speed 
war production, the defendant had received from the Defense Plant Corpora- 
tion certain advances of money (equal to a stated portion of the selling price 
of machine tools manufactured by the defendant) which later were repaid from 
funds received in payment for Machine tools purchased by industrial users 
who were engaged in war production. The court, without discussing the con- 
struction to be given to section 41, rejected that contention, pointing out that 
the Government never had become the owner of any of the machine tools so 











sold. 

The cases which have been examined appear to support the following gen- 
eralizations : 

(1) As a criminal statute, section 484 of title 18 will be strictly construed, 
and will not be applied to any case not clearly within its terms; 

(2) In determining whether any violation of that section has occurred, the 
courts do not regard matters of form as determinative, but will examine into 
the substance of the transactions involved ; 

(3) As shown by opinions in the Chemical Foundation case, the receipt of 
monetary compensation from, and the beneficial ownership of shares in, a 
corporation are elements which may be considered in the course of such ex- 
amination ; 

(4) None of the opinions referred to above contains a direct holding that 
the possession by an individual of some shareholder's interest in a corpora- 
tion with which he transacts business as an officer or agent of the United States 
necessarily constitutes, of itself, a violation of section 484, and no such opinion 
provides any indication whether a quantitative measure of such interest may be 
applied in determining the applicability of that section ; and 

(5) None of those opinions contains any consideration of the question whether 
section 434 is limited in application to transactions in which an officer of the 
United States participates actively, or whether it pertains also to transactions 
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for which such officer is responsible ex officio but with respect to which he may 
have had no personal dealing. 

Time and facilities have not permitted research to be extended to opinions of 
the courts of the several States in an attempt to ascertain the content of the 
phrase “pecuniary profits or contracts” as used in section 434. However, in 
regard to generalization (5), above, it may be pertinent to note the opinion ren- 
dered by Attorney General Knox to the Postmaster General on January 15, 1903 
(24 Op. Atty. Gen, 557), in response to an inquiry whether the Post Office Depart- 
ment could lawfully award a contract for the purchase of coal to a partnership 
which had submitted the lowest bid but which included among its partners an 
individual then serving in the Department as Superintendent of Free Delivery. 
In his opinion the Attorney General gave consideration to section 1783 of the 
Revised Statutes (from which sec, 41 of the Criminal Code was derived) and, 
upon the assumption that the Superintendent had “no official relation with the 
purchase of coal for the use of the Department,” expressed the view (p. 560) 
that such officer while serving in his official capacity did not “act as an officer 
or agent of the United States” with reference to the purchase of coal. Accord- 
ingly he concluded (pp. 560-561) : 

“While Il am, for the reasons stated, of the opinion that you are not forbidden 
by any statute from awarding the contract under consideration to the lowest 
bidder, I must not be understood as advising you that you are under any legal 
obligation to do so. 1 know of no law which requires you to award a contract 
of this character to the lowest bidder. The acceptance of any bid is a matter 
of administrative judgment and discretion, and you are at liberty, for any reason 
that in your judgment is to the public interest, to disregard any bid. The matter 
is one of administrative judgment and discretion, and as such I am without 
either authority or obligation to express any opinion with reference to it.” 


Section 1914, title 18, United States Code 


Section 1914 of title 18 of the United States Code, as enacted into affirmative 
law by the act of June 25, 1948 (62 Stat. 683), effective September 1, 1948, 
provides : 

“Whoever, being a Government official or employee, receives any salary in 
connection with his services as such an official or employee from any source 
other than the Government of the United States, except as may be contributed 
out of the treasury of any State, county, or municipality ; or 

“Whoever, whether a person, association, or corporation, makes any con- 
tribution to, or in any way supplements the salary of, any Government official 
or employee for the services performed by him for the Government of the United 
States 

“Shall be fined not more than $1,000 or imprisoned not more than 6 months, or 
both.” 

The text of that section originated in section 1 of the act of March 3, 1917 
(39 Stat. 1106; 5 U.S. C., 1940 ed., 66), which provided : 

“No Government official or employee shall receive any salary in connection 
with his services as such an official or employee from any source other than 
the Government of the United States, except as may be contributed out of the 
treasury of any State, county, or municipality, and no person, association, or 
corporation shall make any contribution to, or in any way supplement the 
salary of, and Government official or employee for the services performed by 
him for the Government of the United States. Any person violating any of the 
terms of this section shall be deemed guilty of a misdemeanor, and upon con- 
viction thereof shall be punished by a fine of not less than $1,000 or imprison- 
ment for not less than 6 months, or by both such fine and imprisonment as the 
court may determine.” 

In its substantive aspects, the language of the present section 1914 so closely 
parallels that of section 1 of the act of 1917 that opinions rendered under the 
latter probably are applicable for most purposes in construing section 1914 as 
presently in effect. 

An opinion of Acting Attorney General Dickinson for the President, dated 
September 28, 1935 (38 Op. Atty. Gen. 294), stated that the object of the provi- 
sion quoted from the act of 1917 was “that no Government official or employee 
should serve two masters to the prejudice of his unbiased devotion to the interests 
of the United States” (p. 296). 

An examination of the language used therein and in section 1914 of title 18 
suggests that two questions pertinent to the present inquiry are presented for 
consideration : 
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(1) What constitutes “salary”? and 

(2) When are salary payments made by a nongovernmental source re- 
garded as being “in connection with” the services of an individual as a Gov- 

ernment officer or employee? 

It has been suggested, in a recent case in which the instant statutory provi- 
sions were not principally in issue, that the term “salary” as used in section 
1914 might be construed as synonymous with the term “compensation.” United 
States v. Gerdel ((D. C. E. D. Mo., 1952), 108 F. Supp. 685). In so doing, the 
court asserted that section 1914 should be construed in the light of its purpose, 
and that it would be illogical to apply that section to payments made in equal 
regular installments as salary, but to exclude from its scope compensation paid 
in a single lump sum (p. 638). That expression accords with the views stated 
by Circuit Judge Evans of the Circuit Court of Appeals for the Seventh Circuit 
in a vigorous dissenting opinion (154 F. (2d) 895, 904) in the Atkinson case on 
page 7, above. However, no case has been found which contains any direct 
holding to that effect with respect to section 1914, or which considers the question 
whether that section extends to payments made in the form of things of value 
other than money, as for example stock in a corporation. 

The second question noted above appears to present in each instance a ques- 
tion of fact as to theepurpose for which any salary is paid by a private source 
to an officer or employee of the Government. 

When a salary paid by private sources has been regarded as compensation for 
services rendered by a public officer to the Government, the statute has been 
regarded as applicable. See the passage quoted on page 7, above, from the opinion 
of the Supreme Court in the Muschany case. 

In International Railway Co. v. Davidson (257 U. S. 506 (1922)), the Secre- 
tary of the Treasury by regulation soucht, in effect, to require the operator of 
publie toll bridges across the Niagara River between the United States and 
Canada to pay to the collector of customs the amount of the extra compensation 
paid to customs inspectors stationed at the American end of the bridges in the 
furnishing of customs inspection service on Sundays and holidays. The bridge 
operator sought to enjoin such action by the Secretary, and was sustained by 
the Supreme Court in its contention that the statutes relied upon by the Secre- 
tary had no application to toll bridges. In an opinion by Mr. Justice Brandeis, 
the Court observed that the regulation was in conflict with the act of 1917 quoted 
above, which was considered to prohibit the receipt by such inspectors in con- 
nection with their services of “pay from any private source” (p. 515). 

In an opinion for the Secretary of the Interior, dated June 16, 1919 (31 
Op. Atty. Gen. 470), Attorney General Palmer expressed the view that it would 
be unlawful for the Secretary to appoint as a field representative of the Geological 
Survey to collect weekly reports of coal production, at a salary of $1 per year, 
an individual regularly engaged in the collection of like statistical data for a 
private organization of coal operators and receiving a salary from that organ- 
ization for the rendition of such service. 

In a more recent opinion rendered by Attorney General Biddle to the Presi- 
dent on March 15, 1948 (40 Op. Atty. Gen. 265), the view was expressed that a 
proposed appointment of any officer of a railroad company to serve in the Office 
of Defense Transportation without compensation from the United States, but 
with receipt of a salary to be paid by the Western Association of Railway Execu- 
tives, would clearly contemplate the payment by private sources of “the salary 
of a Government official or employee for services performed by him for the Gov- 
ernment,” and therefore would be in violation of the act of 1917. 

When a salary paid by private sources to a Government officer or employee has 
not been found to be compensation paid to him for services rendered to the Gov- 
ernment, the statute has not been regarded as applicable. See, for example, 
the result reached, without exten’ed analytical discussion, by the Court in the 
Atkinson case (154 F. 2d 895, 902) 

In an Opinion of Attorney General Jackson for the President, dated October 
4, HO (39 Op. Atty. Gen. 501), no objection was found to a proposal for the 
appointment of an individual to serve as a consultant in the Navy Department 
while on leave of absence as a professor of the Massachusetts Institute of Tech- 
nology and while in receipt of a reduced salary from that institution. No ex- 
tended discussion of the case appears in the opinion, but reference was made to 
certain prior informal opinions of the Attorney General (p. 502): 

“The same position has been taken by this Department in some other cases 
not involving formal or published opinions. Thus, while section 3 (f) of the 
Selective Training and Service Act of 1940 (ch. 720, 54 Stat. 885, approved Sep- 
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tember 16, 1940) now expressly provides that nothing contained in that act or in 
any other act shall be construed as forbidding the payment of compensation by 
former employers to persons called inte the Armed Forces of the United States, 
this Department, in a matter informally submitted, had prior to that statute 
approved the view that the making of such payments and the acceptance thereof 
were not forbidden. The payments in such circumstances are made with re 
spect to the former employment and incidental to the leave granted; they are 
not made “in connection with” the services of the individual as an offici al or em 
ployee of the United States within the contemplation of the statute. 
Respectfully, 
JOHN C. HeERRBER issistant Counsel 

JANUARY 16, 1953 

(1) As a criminal statute, section 434 of title 18 will be strictly construed 
and will not be applied to any case not clearly within its terms; 

(2) In determining whether any violation of that section has occurred, the 
courts do not regard matters of form as determinative, but will examine into 
the substance of the transactions involved : 

3) As shown by opinions in the Chemical Foundation case, the receipt of 
monetary compensation from, and the beneficial ownership of shares in, a cor- 
poration are elements which may be considered in the course of such exami- 
nation (by the court) : 

(4) None of the opinions referred to above contains a direct holding that 
the possession by an individual of some shareholder's interest in a corporation 
with which he transacts business as an oflicer or agent of the United States nec- 
essarily constitutes, of itself, a violation of section 434, and no such opinion 
previees any indication whether a quantitative measure of such interest may 
be applied in determining the applicability of that section; and 

(5) None of those opinions contains any consideration of the question whether 
section 484 is limited in application to transactions in which an officer of the 
United States participates activel or whether it pertains also to transactions 
for which such officer is responsible ex officio but with respect to which he may 


have had no personal dealing 


Chairman SavronstaLy. Mr. Herberg, are not your cone et in 
substance, that there is no case directly in point, in which it is deter- 
mined whether or not a stockholder receiving dividends, oan is also 
an officer of the United States, might be lable under that statute, if 
the corporation did business with the United States ¢ 

Mr. Herperc. That is correct. There is no controlling thought to 
which I can point. 

Chairman Sarronsraty. And secondly, that it is your general con 
clusion that the courts would look in each case at the substance rather 
than the form ? 

Mr. Herserc. I feel sure that that is so, on my reading of the cases 
cited in the memorandum. 

Chairman Senor iLL. And third, that the question might come 
up, but pee ibab ly is not too controlling, th: at an officer like the Secre 
tary of the re who declines to have any 7 cific connection with 
the contract with his former firm, and from which he receives divi 
dends, ce | probably go to the substance r: ies than to the form. 

Mr. Hersere. Yes. I conceive that the distinction might be drawn 
by the courts to the effect that section 434 is aimed at personal partici 
pation by a Government officer as distinguished from, let us say, mere 
nominal responsibility for the action of some subordinate. 

However, as I have said, I have no authority in support of that, but 
merely suggest it as one of the troublesome questions which would 
arise in any case calling for a construction of section 434. 

Senator Byrp. When this section was operative 

Chairman SALTONSTALL, May I just say this, Senator Byrd. At 
this point now, before we conclude with Mr. Stevens, the Chair be 
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lieves we should conclude with Mr. Herberg, if anyone has any 
questions. 

Senator Byrp. I would like to ask this question. 

When was this statute first operative? September 1, 1948? 

Mr. Herserc. That is correct. It had its origin in section 1783 
of the Revised Statutes which, as I recall, date from 1878. From 
there it was transferred into the former Criminal Code as section 41 
of that code, by the act of March 4, 1909, and from that it was taken 
into the new title 18, which was enacted by the Congress into affirma- 
tive law in 1948. 

I might say that examining the three texts which have been operative 
through the years, one can note a number of verbalistic differences, but 
it seems fair to me to say that the substantive purpose and effect of 
the statute has remained unchanged throughout the course of its 
existence. 

Chairman SatronstatL. Are there any further questions of Mr. 
Herberg? Senator Johnson? 

Senator Jounson. I would like to give Mr. Stevens an opportunity 
of answering certain specific questions. Mr. Stevens, General Electric 
is one of the largest contractors with the Defense Department at the 
moment; is that not correct? 

Mr. Srevens. Yes, sir. 

Senator Jounson. Would you have any reluctance to pass on Gen- 
eral Electric contracts as Secretary of the Army, in the light of your 
past association with that firm ? 

Mr. Srevens. Yes, sir. 

Senator Jounson. What would you propose to do in that instance? 

Mr. Srevens. Well, I hadn’t proposed to do anything, Senator 
Johnson, except to have no contact with General Electric personnel 
with respect to anything that has anything to do with Government 
business. 

Senator Jonnson. That is the point I want to make. If you don’t 
propose to act on it yourself, I assume you propose to disqualify 
yourself ? 

Mr. Srevens. That’s right. 

Senator Jounson. And I assume the reason you would disqualify 
yourself is because you think it would be improper for you to do 
that ? 

Mr. Srevens. That’s right. 

Senator Jounson. Whether the statute applied to you or whether 
it didn’t; is that correct ? 

Mr. Srevens. Yes, and I would put that as much on the ground 
of the fact that I know the General Electric people so well that even 
though the stockholding is not particularly material, I think I should 
not have contact with them on Government business and what not. 

Senator Jounson. You would not pass on any contract involving 
the Stevens Co., for the same reason ? 

Mr. Srevens. No, sir. 

Senator Jounson. Or the Pan American Airways, for the same 
reason ¢ 

Mr. Stevens. No, sir. 

Senator Jounson. Or the I. T. & T. for the same reason, or the 
Liberian Development Corp. ? 
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Mr. Srevens. Again, rightly or wrongly, a matter of degree comes 
into my mind. In the case of the International Telephone & Tele- 
graph Co., 1 don’t know those people. I have never served on their 
hoard. I own 105 shares, and I don’t think I would pay much atten- 
tion to that one way or the other, Senator. 

Senator Jonnson. In the light of the statute just read, would you 
stand to benefit directly or indirectly from the profits of that 
company ¢ 

Mr. Srevens. I gathered from what was just said, that it isn’t clear 
entirely as to the interpretation. 

Senator Jounson. That is all, Mr. Chairman. 

Chairman SALTonsTauy. Senator Case? 

Senator Case. Mr. Stevens, you stated earlier in your original 
statement, the standard which you set for yourself when you were 
serving during World War II? 

Mr. Srevens. Yes, sir. 

Senator Casr. Having that in mind as you stated at that time, 
would you expect to establish for your subordinates the same standard 
for themselves as you established for yourself in World War Il? 

Mr. Srevens. You mean if one of my subordinates was similarly 
situated. 

Senator Case. Yes. 

Mr. Srevens. Yes, sir; definitely. 

oo itor Casr. Are you aware of the provision of the statutes which 

‘late to a Member of Congress having a contact with the Government ? 

an Srevens. I don’t think I am, Senator Case. 

Senator Casr. I am not exactly familiar with it in detail, but as I 
recall it winds up with an exception, “Except a contract with a cor- 
poration for its general benefit,” or some such clause as that in the 
paragraph which is put in contracts that are signed by the Govern- 
ment; that it is agreed that no Member of Congress, directly or in- 
directly, shall benefit from this contract, but there is a little exception 
there where it is with the corporation for its general benefit. 

I mention that merely as possibly throwing a little light upon your 
interpretation of this 105-share interest, as to whether or not that 
would be with the corpor ation for your general benefit or whether it 
would be for your particular benefit. 

However, I am not an attorney and there certainly are good lawyers 
on this committee, but under the statute that has been cited and the 
indefinite opinion which counsel for the committee has provided, 
my own opinion is that if I were your attorney, I would suggest that 
you get a firmer opinion than that before you decided in your mind 
whether you wanted to take the job. 

L personally, Mr. Chairman, don’t get very much satisfaction from 
the opinion of the counsel. I don’t think that that gives either the 
committee or Mr. Stevens very much for guidance. Now it may be 
that the guidance doesn’t exist. There is no firm decision that is in 
point. 

Chairman Sattronsta.ti. The chairman would like to say that it was 
his feeling, Senator Case, that what the counsel’s opinion does in sub- 
stance, is that it is a question in each case going to the substance of 
the transaction concerned. 
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Senator Case. I just have the fear, on the basis of that statement, 
on what counsel for the committee has said, that Mr. Stevens, if he 
takes this job, is inviting a test of the statute. 

Mr. Stevens. I quite agree with you, Senator Case, it is entirely 
possible, and I feel that the, let us say, easy thing for me to do would 
be for me to withdraw from the position of undertaking this task, a 
task that certainly I did not seek, and which came to me as the greatest 
conceivable sur pr ise. 

However, in view of the situation that exists in the world today, and 
the very delicate position at the moment of transferring this great 
Department of Defense from one set of men to an other ‘ I] personally 
feel in my heart that this would be no time for me to take the easy 
course. 

I feel that I must, in duty to the country, take on the job, and pay 
the col sequences 

Senator Casr. Mr. Stevens, let me say that all along I have re- 
spected and admired the very frank way in which you have spoken 
to the committee, and the conception of duty and public service you 
have expressed. 

[It would appear, as I said earlier in the questioning with respect 
to yourself, it would ap pear to me, it is against your own interest to 
take the job from a financial standpoint, and it might also appear that 
it is against your interest to the extent that you might be inviting a 
test of the statute. 

Mr. Srevens. That is correct, sir. 

Senator Casr. I would say that probably the Stevens Co. will fare 
much better if you do not take the job than if you do, is my feeling; 
but that, of course, is not a matter for me to consider. 

One question I am particularly anxious about, you have been 
interested in textiles. The Congress, in the last session, passed what 
was known as the so-called Berry amendment, dealing with the pro- 
curement of wool or at least that was the intent of it, to deal with the 
procurement of wool, in the manufacture of textiles for the men of 
the armed services. 

Do you know any way in which the operation of that statute would 
affect your decisions or the decisions of your subordinates in a way 
that would handicap you in making any decisions that might come to 
you? 

Mr. Srevens. No, sir; I do not. 

Senator Casr. When you were procurement officer or deputy for 
procurement during World War II, did you have occasion to observe 
the operations of the so-called renegotiation statute ? 

Mr. Srevens. I was not directly connected with it, but have a general 
familiarity with it, Senator Case; yes, sir. 

Senator Case. You yourself were not connected with the Price 
Adjustment Board ? 

Mr. Stevens. No, sir. 

Senator Case. But you are aware of the renegotiation statute—— 

Mr. Srevens. Yes, sir. 

Senator Casgr (continuing). And its purposes ? 

Mr. oa Absolutely ; comple tely aware of it. 

Senator Casr. And its present application to contracts that have 
been let liked to it since Korea? 

Mr. Stevens. That is right, Senator Case. 
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Senator Casr. That is all, Mr. Chairman. 

Chairman SarronstratL, Thank you, Senator Case. 

Senator Hunt? 

Senator Hunt. Mr. Stevens, I am wondering if you will not find 
yourself in a position where you will need to divest yourself and shut 
yourself out of many, many decisions which should go to you for top- 
level findings. 

The companies here in which you are interested and own stock in, 
there are so many of them and they are so diversified, and they affect 
practically all of our manufacturing and our lives in the U nited States, 
I just do not see how you can effectively get out from constantly having 
to face up to certain problems that would come to you with reference 
to those companies. 

Mr. Srevens. Well, Senator Hunt, I had not given that point a 
great deal of thought, but in respect to the companies in which I own 
a limited number of shares, if I should, by any chance, find that that 
was a problem, I would dispose of those shares. 

The great —. ship in my case, as in other similar cases, would be a 
requirement by the committee or by the court or whatever higher 
authority, that I must divest myself of my Stevens’ stock in order to 
serve; the impact of that would be very severe. 

Senator Hunt. You made a statement to Senator Case that is just 
a little discouraging to me in that you mentioned the possibility under 
certain conditions in your particular case of possibly withdrawing. 
I hope that does not prevail because I think you are the man for this 
job, and I hope that it should not prevail in your case—your case is 
very similar to Mr. Wilson’s and, possibly, to some of the other men 
who have yet to come before us, and also to Mr. Kyes, so I am hoping 
that we do not find any reason here which will make it necessary for 
you to withdraw, and if you do, why, I am afraid, we are in a rather 
precarious situation. That is all, Mr. Chairman. 

Chairman Sa.tronstaty. Thank you, Senator Hunt. 

Senator Duff? 

Senator Durr. I would just like to say that I am very much im- 
pressed by the ability and the integrity and the patriotism of these 
gentlemen. I am very sure it would be greatly in the public service 
to have them. 

(Discussion off the record.) 

Chairman SALToNsTALL. Senator Stennis? 

Senator Srennis. Mr. Chairman, I just want to say this: I feel 
the need of these men of outstanding ability and accomplishment, and 
I can fully appreciate what they are up against. 

Now, Mr. Stevens, as a man that has already been in public 
service—— 

Mr. Srevens. That is right, sir. 

Senator Stennis. You have not held any elective office before; but 
you have been in public service, and I think that faith in the Govern- 
ment and individuals is one of the chief items of necessity in our form 
of government. 

Now, you know your own conscience. 

Mr. Stevens. That is right. 

Senator Stennis. You keep your own skirts clean, keep your sub- 
ordinates in good order and in good condition, keep your house clean, 
and I believe you are on high ground. I believe that is your purpose. 
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Mr. Srevens. That is my purpose, Senator. 

Senator Stennis. Now, split-hair definitions will not get us any- 
where, and it will increase the faith of the public in you, and I am 
impressed by your purpose, as announced here, and I will take you on 


faith. 

Mr. Stevens. Thank you, sir. 

Senator Durr. I think every one of us would, we would be extraor- 
dinarily anxious to. I know I would, I can assure you. 

Chairman Sarronsraty. Are you through, Senator Stennis? 

Senator Srennis. That is all. 

Chairman SaurronstaLu. Senator Cooper? 

Senator Cooper. I don’t think there is anything that I can add. 

I can say that a long time ago I knew Mr. Stevens. I have known 
him since that time when we were in school together. 

I am impressed by his statement. I have no doubt at all as to his 
ability and integrity, and as to what he will do. 

I do think that there is quite a question that affects all of these that 
we will have to decide. 

Chairman SattronstaL.. Senator Symington ? 

Senator Symrneron. Could I ask the legislative counsel a ques- 
tion first ? 

Chairman Sauronstauu. Certainly. 

Mr. Herberg, will you come forward ? 

Senator Symrneron. You mentioned “form and substance”? 

Mr. Hereerc. Yes, sir. 

Senator Symrneron. We have had witnesses before us who come 
in two or three categories of holdings. 

First is the family corporation, built up over a period of years; 
second, is the large holdings in a corporation where there is a reé udy 
market—— 

Mr. Hersere. Yes, sir. 

Senator Symineton. Third, are the relatively small holdings in a 
corporation where there is a ready market. 

Mr. Hersere. Yes, sir. 

Senator Symrnetron. Would you care to comment as to whether, 
regardless of the type of holdings, that form or substance are to be 
considered, or form, or substance and not form ? 

Mr. Hersera. It seems to me there are two possible tests that could 
be applied in determining whether the requisite pecuniary interest is 
present. 

On the one hand, you could make the quantum of outstanding stock 
the measure, and judge the individual’s holdings in relation to that. 

On the other hand, you could apply a personal test, in other words— 
does the amount of stock held by the individual in a particular corpo- 
ration, taking into account his net worth, suggest that it would seri- 
ously influence him in the light of all his personal circumstances ¢ 

Which of these two tests would be applied? 

If, indeed, a court would admit that a quantitative measure should 
be applied, I frankly do not know if I were obliged to make a curbstone 
guess, I would think that if the court were to permit the quantitative 
test to be applied, it probably would use the personal test as being more 
nearly indicative of the probable impact on the individual of an 
adverse situation with respect to the corporation. 

Chairman Savronstauu. Senator Russell. 
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Senator Russeii. From my consideration, I conclude the fact that 
whether or not the contract was let to the highest bidder, whether it 
was a negotiated contract, might enter into that. 

Mr. Herserc. There is some suggestion that that may be so, in the 
opinion of the Attorney General which is cited in this memorandum. 

Senator Russe... I am not familiar with that decision, but it just 
occurred to me that that might enter into it very largely, on a very 
large scale. 

Chairman SALTonstTaALL. Senator Symington ? 

Senator Symincron. I have one other question I would like to ask 
the witness, if I may. 

Chairman Sauronstatu. You are through with Mr. Herberg? 

Senator SyMIncTon. Yes. 

Chairman SarronsraLL, Thank you, Mr. Herberg. 

Senator Symineron. Mr. Stevens, if you, in your work as Secretary 
of the Army, found it was more advisable to get in on the decisions 
that affected some of the corporations whose securities you hold in a 
relatively minor amount, to sell those securities and still therefore be 
in a position Ww here you could make a decision affecting those cor pora- 
tions, you would have no hesitancy in selling those securities in a 
corporation where you have a road market; am I correct in that? 

Mr. Stevens. That is correct, 

Senator Symrneron. What we are really talking about today, from 
your standpoint, are your holdings in a company created by your 
f: ather, and carr ied on ‘by yourse lf - is that correct ¢ 

Mr. Stevens. That is my principal problem; yes, sir. 

Chairman SavronsratL. Thank you, Senator Symington. 

Senator Smith, you have just come in; woul lL you care to question 
the witness ¢ 

Senator Smiru. No: I have no questions ; thank you. 

Senator Jonnson. I have a further question. 

Chairman SALTONSTALL. Senator Johnson. 

Senator Jounson. This committee may remember, I believe, the 
Fortieth Report on Preparedness, Manpower Utilization, and Effi- 
ciency in the Services. 

There was a ve ry strong sentiment in the Senate that a study by 
top-management people should be made on manpower utilization, 
and operating tables, and what not. 

General Sarnoff was selected to head that Commission, and Mr. 
C. R. Smith, from American Air Lines; Clarence Francis, of General 
Foods; and General Johnson, of Johnson & Johnson: and other dis- 
tinguished experts are members of that committee, and it is now 
making its study of the organization tables of the Army, Navy, and 
Air Force, and food and the transportation situation, with the view 
of effecting maximum amounts of economy and improving efficiency. 

That general program was recommended to this committee by Gen- 
eral Eisenhower just before he went over to take over NATO. I 
assume you are familiar with the fact that that Committee exists. 

I would like to know if it is your feeling that, as Secretary of the 
Army, you would approach their recommendations with sympathy 
and perh: ips enthusiasm at least to the end that we get the maximum 
economy and efficiency possible. 

Mr. Srevens. I would, sir. 
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Senator Henprickson. Mr. Chairman, I would just like to say that, 
despite Mr. Stevens’ interests, his personal interests in holdings of 
companies, I have every confidence that he will make a great Secre- 
tary of the Army. 

Chairman Sauronstaty. Thank you, sir, for that contribution. 

Mr. Srevens. Thank you, Senator. 

Chairman SaironsrauL. Mr. Stevens, do you care to say anything 
more ¢ 

Mr. Srevens. Are we about at the end? I have two items I would 
like to mention. 

Chairman Savronsrauy. I think every member has asked all the 
questions he would care to, 

Mr. Srevens. I would like to, if I may, reemphasize one point, 
and that is, so far as the Stevens Co. is concerned, there is little like- 
lihood, as I can see it, that they will receive Government business, 
except on a free, open, competitive bid. That is the way that the 
textile business is handled by the Government. I think that that is 
an imports int point. 

I appreciate the committee bearing that point in mind as you con- 
sider my case and consider whether or not you want me to take on 
this job. 

Senator Hrenprickson. I think you said that you never received 
any business from the Government except in that manner. 

Mr. Stevens. Practically none in the postwar period. During the 
period of all-out war, of World War II, that method of buying had 
to be abandoned, and practically all business was done on a nego- 
tiated basis. 

Chairman SavronstTaLu. On an open competitive bid it presumably 
would not come to your decision as Secretary of the Army ¢ 

Mr. Srevens. No; I can’t see that it ever would. 

Senator Case. Mr. Chairman, I should like to make a request, if 
Mr. Stevens cares to take advantage of it. That request is that he 
be furnished a transcript of the hearing this morning, as soon as it 
is available, so that if he wants he could ask his own counsel to go 
over it with a view to whatever advice he might want to give him. 

Mr. Stevens. Thank you, Senator Case. 

Chairman Savronsratu. Mr. Stevens, that will be available to you. 
We are conducting these hearings now in relays, similar to the Mac- 
Arthur hearings, with a view of getting the printed matter to the 
committee and to the Members of the Senate at the earliest possible 
time, perhaps tomorrow, so you will have that opportunity this 
afternoon or even earlier. 

Senator Casr. Off the record. 

(Discussion off the record. ) 

Chairman Sarronstatu. Thank you very much, Mr. Stevens. 

Mr. Srevens. Might I finish this just on a personal note for 30 
seconds. I get such a kick out of getting this letter from this third 
son of mine over there, and I think there is perhaps a little of my 
spirit in the approach to this thing. 

I want to read one paragraph, if I might. 

He tells about an officer who came to interview him over there, 
after my name had been published in the Stars and Stripes, and the 
officer said: “Would you mind if the photographers took a few pic- 
tures of you working?” . 
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I must admit that I did not reply too well to this because you know what kind 
of a guy I am when it comes to publicity. Anyhow I said something that could 
be taken as yes or no. Then he asked me point blank, “What would your father 
want?’ I answered that you would be in favor of whatever benefited the Army 
the most, so they took a dozen pictures. 

I thought that was awfully cute of that kid to write that way. 

Chairman Sarronstatt. Thank you very much, Mr. Stevens, 

Mr. Srevens. Thank you, Mr. Chairman and members of the com- 
mittee. 

(Norr.—After conclusion of the formal hearing and in view of the 
questions which Mr. Stevens’ stockholdings appeared to raise in the 
minds of the committee, Mr. Stevens requested that the record be en- 
larged to show that he would, as soon as possible after confirmation, 
divest himself of all his stockholdings as listed with the exception of 
his holdings in J. P. Stevens & Co., Inc., and Owens-Corning Fiberglas 
Corp.) 

Chairman SAuronstaLL. We will now hear Mr. Robert B. Anderson, 
nominee designate to be Secretary of the Navy. 

Will you sit right down, Mr. Anderson ? 

Mr. Anderson, Senator Johnson of Texas wrote the Chair a letter, 
and he is here himself, and the Chair believes that Senator Johnson 
would like to make a few remarks. 

Senator Jounson. Ladies and gentlemen of the committee, I have 
known the prospective nominee since 1935. At my request he served 
the Federal Government on the advisory board in the organization 
that I headed in Texas during that year, I believe Bob Anderson to be 
one of our ablest citizens. I believe him to be a man of outstanding 
managerial ability, although not possessed of great wealth. 

He has all the attributes of character that we take pride in, and I 
can think of no better qualified or equipped person to be Secretary of 
the Navy. 

Chairman Savronsraty. Thank you, Senator Johnson. 

Mr. Anderson, you are here as the prospective Secretary designee 
of the Navy. The Chair has said to the other ge entle ynen with whom 
you are to be associated, that this committee as a part of its duty in 
recommending confirmation to the Senate, goes into the personal 
record and life history, if you will, and holdings of each individual, 
closely. 

Whatever questions are asked are purely impersonal, with only the 
idea of making sure that we aut our full duty to our country and to 
the Government of the United States, and that you are qui alified to do 
yours. 

There is nothing personal about it at all. 

With that preliminary, would you care to make a brief statement 
of whatever you want to tell us about your life and public record? 
The Chair would say that this is, of course, a matter of public record 
which will be available to every Member of the Senate and to the 


public. 


STATEMENT OF ROBERT B. ANDERSON, NOMINEE-DESIGNATE TO 
BE SECRETARY OF THE NAVY 


Mr. AnpeErson. Yes. sir. I would, of course, first like to express my 
eratitude to Senator Johnson for his very kind and generous introduc- 
tion, even though I feel that it is much more than I deserve. 
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I was reared in central Texas; my father was a farmer, and he is 
still a farmer. 

I was educated at the University of Texas, and graduated from the 
school of law in 1932. 

In the same year I was elected to the Texas Legislature, served 
through one term, and resigned to become assistant attorney general 
for the State of Texas. 

I resigned as assistant attorne y general to become an assistant pro- 
fessor of law at the University of Tex: is, and subseque ey resigned at 
the university in order to become the tax commissioner in Texas. 

I resigned as tax commissioner to become the first a airman and 
executive director of the Texas Employment Commission with the 
understanding with the Governor at that time that I would remain 
with that organization only for such period of time as was necessary 
to establish the organization. 

In February of 1937 I went to the W. T. Waggoner Estate as general 
counsel ; I became manager of the W. 'T. Waggoner Estate in 1941. 

I think you might be interested to know that the term “estate” 
as used here does not imply the estate of a decedent. It is what we 
lawyers call a common-law trust or a Massachusetts trust, that was 
organized in 1923. 

Its business consists of the administration for ranching and farming 
purposes of one tract of land of about 510,000 acres. 

We, until recently, had a second tract of land in New Mexico of about 
160,000 acres. Of that amount of property we farmed approximately 
35,000 acres, the rest of it being in ranch lands. 

We were engaged, as well, in the production of oil, the refining of 
oil, the manufacture of gasoline. The company was also interested 
in stock and bond investments. 

[ have no ownership whatever in any of the stock of the W. T. 
Waggoner Estate, but was employed with them at a salary of $60,000 
per year, to which were added bonuses. 

I have had a substantial number of what you might call extracur- 
ricular activities. 

For the past 5 or 6 years I have been the deputy chairman of the 
Federal Reserve bank of the eleventh district in Dallas, and since 1949 
I have been the president of the State board of education in Texas. 

That board, as you know, administers the funds for the foundation- 
school program in our State, which now aggregates something in 
excess of $200 million, and invests and reinvests the permanent free 
school funds of the State. 

I have, of course, had some activity in a large number of trade 
associations and comparable groups, such as the Better Business 
Bureau of Texas, and the recently created council—the name of which 
I have just forgotten—established for the purpose of reviewing the 
efficiency and the administration of the various branches of the State 
government. 

I have been a trustee of two colleges, one at Fort Worth and one at 
Abilene, Tex. 

I have severed all of my relationships with the W. T. Waggoner 
Estate, except that they said to me that I might come back to work 
some time when and if my tour of duty ends in Washington. I was a 
member of the board of the Southern Bell Telephone “Co., and held 
one qualifying share. That share has been sold and I have resigned 
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from the board. I have resigned as president of the State board of 
education. I have resigned as deputy chairman of the Federal Re- 
serve bank. I have resigned from all trade associations and other 
organizations with which I have any affiliation, including the trustee- 
ship of the two colleges which I mentioned. , 

I have no personal holdings that I know of in any company which 
is dealing directly with the United States Government, 

I have a partnership interest in a drilling company owning two 
drilling rigs. 

The company operates in what we call the Wichita Falls area or 

: the northwest Texas area. They are small rigs and we do not do any 

contracting business for the Government. 

I have approximately one-third of the stock of a weekly newspaper 
that is published in Vernon, and, of course, its circulation is limited 


' to a few counties which surround the town. 

I have a third of stock of a radio station, the Northwestern Broad- 
casting Co., which is under contract to be sold and awaiting the ap- 
proval of the Federal Communications Commission. 

Senator Casr. Where is it located ? 

Mr, Anperson. It is at Vernon. 

I own a home there, and I have an undivided half interest in a cot- 
ton and alfalfa farm of about 200 acres; something a little over 200 
acres, 

I have since 1937 carried $100,000 of insurance, and have a fairly 
substantial equity built into that insurance, although the exact amount 
of which I do not have immediately before me. 

I will continue to serve as a trustee of the estate of Guy L. Wag- 
goner, who is deceased. He was one of the owners of the Waggoner 
property, and died about 2 years ago. He designated me as an ad- 
ministrator and trustee of his estate, and certain of the obligations 
and responsibilities of that property are tied to my life. I could not 
discharge my responsibility to the deceased unless [ continued in that 
service, although I have made arrangements by which I think my re- 
sponsibility can be handled entirely by correspondence and occasional 
visits with people who might come here. I might have to make an 
occasional trip away from town in order to discharge this duty. Fur- 
ther, because of my trust responsibilities, it will be necessary for me 
to approve the leasing of joint mineral interests on ranch lands be- 
tween the estate of Guy Waggoner, deceased, and the Waggoner Co. 
This, however, will be accomplished by correspondence also, and in 

. no way will affect my service to the Navy. 


[ have approximately a third of the stock in a company known as 
the Oil Reserves; it is a corporation, and it owns enough oil-producing 
royalties to produce about. $650 per month revenue. We only have an 
interest in one producing lease. We do own some additional nonpro- 
ducing leases in northwest Texas. 

I own a third of the stock in another producing company known as 
La Pequena, which is also a corporation, and that company owns an 
undivided one-fourth interest in one lease which has two producing 
wells, and one dry well, and, if my memory serves me correctly, the 
lease produces about 50 barrels of oil per day, something in that 
nature. 

I have a stock interest in another corporation in which there is a 
very small investment of eight or nine hundred dollars, which owns 
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some vacant properties that provide building sites for the colored ad- 
ditions to the town of Vernon. 

I own some vacant lots in Vernon which are unimproved city lots. 

I own an overriding royalty interest in approximately 2,800 acres 
of land in Edy County, N. Mex., which I secured as a farm-out from 
the Continental Oil Co. 

The Continental Oil Co., in turn, secured the acreage from a number 
of individuals who were applicant at the time that the Department of 
the Interior decided to lease those lands, which are called the “Potash 
lands.” 

I was not an applicant. My dealings have been solely with the Con- 
tinental Oil Co., and my interest will be that of an overriding royalty. 
I have invested only my time over the past, say, year and 3 or 4 
months, and probably some seven or eight hundred dollars of personal 
expense. 

[ have no idea as to what it is worth. It is miles from any produc- 
tion. If it ever produces, of course it might be a valuable property. 
If it does not produce, it will be a worthless property. 

I also have an interest assigned as a farm-out in two other small 
le: ases in west Te *Xas, both of which have been drilled upon, and both 
of which produced dry holes. So far as I know, they are worthless 
pieces of property, although I still own them. 

[I have alsoa thousand shares of stock in the Pan American Sulphur 
Co., which is a very fractional interest, I think that stock, which is a 
curb stock, has a current market value of somewhere around 11 or 12 
dollars. 

I have a third interest in the taxicab and bus station business at 
Vernon, which operates only in the confines of the city. 

I own a hundred shares, or approximately 10 percent of a company 
called the Sumner-Colley Lumber Co., which is a retail and semi- 
wholesale lumber and hardware business which operates in two or 
three counties. 

I think that about concludes it. 

Chairman SartronstaLyi. And you are married ? 

Mr. Anperson. Married and have two children, two boys, aged 
12 and 16. 

Chairman Sauronstatn. Mr. Anderson, may the Chair ask this 
question: First, is the Waggoner estate, or this oil company which 
you mentioned first, do they do any business directly with the Gov- 
ernment ¢ 

Mr. Anperson. The Waggoner estate does not do any business 
directly with the Government. 

The Cuarrman. That includes the oil, as well as the cattle and other 
products of the ranch ? 

Mr. Anperson. Yes, sir. We produce oil which the estate sells 
either to pipeline companies or directly to our refinery, and our re- 
finery, in turn, at the present time delivers all of its products to the 
Magnolia Petroleum Co., which markets the product. Our contract 
is simply with the Magnolia Petroleum Co. 

Chairman Sarronstatu. And all those other concerns that you 
mentioned are local business concerns ? 

Mr. Anperson. Yes, sir; they do not do any business with the 
United States Government. 
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Chairman Sarronsratu. Is there anything in your connections with 
any business or in any other way that you believe would make it 
difficult for you to do a completely patriotic job, as Secretary of the 
N: avy ¢ 

Mr. Anperson. Mr. Chairman, so far as I am concerned, I have 
examined my own conscience very carefully, and I know of no owner- 
ship which I have in any company which would ever impose any re- 
strictions whatsoever upon my doing a completely loyal job for the 
Navy. 

I would like to add, also, sir, that I have no connections, or com- 
mitments with any company or corporation in the country as to what 
I mane do at the end of my term, and I propose to mi ake none. 

Chairman Sauronstatu. Thank you, sir. 

Senator Russell— 

Mr. Anprerson. I would like to make one other statement, if I may. 

I would like for this committee to be informed as to why I did not 
have a record of active military service, at my age. 

I think it is obvious th: at [ was too young to fight in the First World 
W ar, and, at the age of oO. I had a very severe case of poliomye lit tis, 
which the Military Establishment considered to render me unfit for 
military service in the last war, but I did want the committee to be 
advised as to why I did not have an active military record. 

Chairman SautronstauL. Thank you. 

You seem to have given a 2ood proportion of your time to public 
service In Varlous Ways. 

Mr. Anprerson. I have found it to be one of the most satisfactory 
experiences I could have had, Mr. Chairman. 

Chairman SALTONSTALL, Senator Russell ? 

Senator Russety. Mr. Anderson, it is a pleasure to have one here 
with so few comp ications and, I may say, that this question borders 
on personal curiosity: Why did you find it necessary to resign the 
trustee ships of two « olle ‘ves and trade associations ? 

Mr. ANDERSON. Well. sir, the trade association of which | belong, 
or associations, such as the American Petroleum Institute, and Texas 
Southwestern Cattle Raisers Association, and others will, from time 
to time, | am sure appear before Congress in the interest of those 
industries, and I wanted to have the complete feeling that I had ne 
share of that responsibility, because so long as I am serving in this 
capacity, 1 will certainly have no interest in their problems as such. 

Senator Russet. In their appearance before ‘the C ongress they 
have no rel ationship to ct oper: ition of the De ‘partment of the N: avy ¢ 

Mr. Anperson. No, sir; I understand they wouldn’t, Senator Rus- 
sell, but from my own ar of view I felt it more desirable to sever 
those connections. I resigned from the colleges, not because I thought 
they would have ny interference, but because I will have no time for 
them and I thou ohi it proper that they have a vacancy on their board 
that they might fill with someone who might be helpful to them. 

Chairman SALTONSTALL. Senator Smith ? 

Senator Smiri. I have no questions. 

Chairman Savronstatn. Senator Byrd? 

Senator Byrp. I was out of the room for a while. As I under 
stand it, Mr. Anderson, you don’t own any stock in this oil refinery ? 

Mr. Anprerson. I do not, sir. 
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Senator Byrn. Is this oil in any way in competition with the tide- 
lands? 

Mr. Anprerson. No, sir; the oil which this company owns is several 
hundred miles removed. 

Senator Byrp. There is no quest ion of draining any oil where Navy 
oil may be nearby ¢ 

Mr. Anperson. No, sit 

Senator Byrp. That is all. 

Chairman SauronsraLL. Senator Hendrickson ? 

Senator Henprickson. Mr. Anderson, can you conceive of any cir- 
cumstances at this point which would bring any of these cor por ations 
in which you have an interest, or any of the organizations in which 
you have an interest, into contact w ith the Federal Government for the 
purpose of obtaining business from the Federal Government ? 

Mr. Anverson. No, sir, I cannot at this moment. Perhaps I could 
say that I can conceive that the refinery of the Waggoner estate might 
at some future time be on the bidding list for oil products. 

It is a small refinery of a designed capacity of about eight or ten 
thousand barrels per day, but other than that I cannot conceive 
oi— 

Senator Henprickson. But you have no interest in it? 

Mr. Anperson. I have no interest whatsoever. 

Chairman SaLronsTALu. Senator Johnson? 

Senator Jounson. Well, assume, following Senator Hendrickson’s 
question one step further, that they were on the bidding list and as- 
sume you were called upon to mi ake a decision in the matter 

Would you feel that in light of your past association with the Wag- 
goner estate, even though you had resigned from it and had no stoe ok 
in it, that it would be the better part of public wisdom to disqualify 
yourself, and would you do so in matters affecting the Waggoner 
interests ¢ 

Mr. Anprerson. I would disqualify myself on any matter that in- 
volved any company with which I have even had a prior saotiinte 
menator. 

Senator Jounson. Have you disclosed to the committee all of your 
financial holdings, as near as you can remember ? 

Mr. Anprrson. As nearly as I know, or I should say as nearly as I 
remember. 

Senator Jonnson. That is all. 

Chairm: _ SALTONSTALL. Senator Case? 

Senator Case. You have indicated a considerable interest in oil in 
various . s. Yesterday, as I understand it, the President of the 
United States issued some sort of an order which set over for the Navy 
certain reported oil reserves. 

If you became Secretary of the Navy and if that order stands, would 
you be embarrassed in any way in maintaining the rights and owner- 
ship of the Nav y in that oil? 

Mr. Anperson. No, sir. If the order stands, I would do my very 
best to preserve the interests of the Navy in the oil. I do know, of 
course, that there are several bills pending before the Congress with 
reference to those tidelands, and I would certainly be ouided by what- 
ever is the a unate decision of the Congress. 

Senator E. That is all, Mr. C hairman. 

( co Renscuaee, Thank you, sir. 
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Senator Hunt? 

Senator Hunv. No questions, Mr. Chairman. 

Chairman SarronstraLu. Senator Duff? 

Senator Durr. No questions, sir. 

Chairman SatronstatL. Senator Stennis ¢ 

Senator Srennis. I have no questions, thank you. 

Chairman SauronsraLuL. Senator Cooper / 

Senator Coorer. No questions. 

Chairman SatronsraLu. Senator Symington ? 

Senator Symineron. Mr. Chairman, I have no questions but I have 
an observation. I hope that the people of Missouri think as much of 
me as the people of Texas think of Mr. Anderson. 

Mr. Anperson. I am sure they do, Senator. 

Chairman Sauronsrauy. Thank you, Mr. Anderson. 

Gentlemen, we have one more nominee, Mr. Talbott, and while the 
Senate meets at 12, unless there is objection, the Chair hopes the com- 
mittee will be willing to proceed, and then the Chair would hope that 
we will have an executive session this afternoon as soon as we get 
through hearing Mr. Talbott. 

Senator Jounson. Mr. Chairman, if I may, I would like to be ex 
cused. 

Senator Srennis. When was your executive committee meeting, 
Mr. Chairman? When did you propose to have an afternoon meeting / 

Chairman SauronsraLu. Judging on when we get through w ith 
Mr. Talbott this morning, whether it will be 2 or 2: 30. 

Mr. Talbott, will you sit down 4 

Senator Case. Mr. Chairman, before you proceed, the notices are 
out for a meeting of a committee of which I am the chairman, which 
we are going to organize this afternoon at 2 o’clock. Is it permissible 
to leave proxies? 

Chairman SatronstatL. The Chair would hope that perhaps there 
would be quite a discussion and Senator Case would be able to get 
over here. If it isn’t, the proxies, as the Chair understands, are 
always informal and are subject to objection, but as far as the chair 
man knows, on this committee there has very seldom been any objec 
tion to it. 

Senator Case. I don’t think our meeting will take very long. 

Chairman SALTronstaLL, We will now hear Mr. Harold E. Talbott. 
Mr. Talbott, you are here as the Secretary-designee of the Air Force. 
The chairman just states this as a preliminary, which he has stated 
to each of the other Secretaries, and as the former chairman has done 
in past years. 

‘his committee wants to do its best by the Government and by the 
country to determine its recommendation for confirmation by the 
Senate. 

‘The Chair hopes that you understand that any questions that are 
asked are purely impersonal, that you will be willing to give the 
committee any information concerning your life or your holdings in 
commercial property that you think are of interest in connection with 
your nomination. 

The record, the Chair wants you to understand, that is being made 
will be available to every Member of the Senate and to the ‘pub lic. 
The Chair would hope with those preliminary remarks, that any 
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questions which follow will be considered by you as purely impersonal 
and in the best interests of the country. With that statement, would 
you care to tell us anything? 


STATEMENT OF HAROLD E. TALBOTT, NOMINEE-DESIGNATE TO BE 
SECRETARY OF THE AIR FORCE 


Mr. Tarrorr. Senator. I do not know where to start. What do you 
want me to tell you? 

Chairman Sauronstatt. What the Chair would say, with a smile, 
is, When were you born? 

Mr. Tatzorr. Do you want me to start with my financial holdings? 

Chairman Satronstatn. No. The Chair would state, and the Chair 
would believe, that the committee would be interested in a very brief 
history of your life, where you went to school, college, what your 
business interests are, whether you are married, and what your family 
is, and where you live. 

Mr. Tausorr. All right. 

Chairman SaLtronstatL. And then go into your holdings and your 
business relationship. 

Mr. Tarvorr. Right. 

I was born in Ohio, in Dayton, in 1888. I grew up there, went to 
high school, and went off to preparatory school, and then to Yale in 
the class of 1911, and then spent the next 5 years on construction work 
in Canada. 

I came back to Dayton, and went into the manufacturing business 
with a company called the Dayton Metal Products Co. 

I might say in passing, that in 1903, in high school, Orville Wright’s 
sister was my high school teacher, and was very helpful in our work. 

I used to drive out and see the Wright brothers building their first 
model. 

I remember going into their bicycle shop with a little bell that 
rang as the doorbell. 

So, in 1916 my father and Kettering decided that Orville Wright 
ought to be rehabilitated—Wilbur had died—and Orville was doing 
nothing, so a company was formed called the Dayton Wright Co.. 
and I was working as manager of this other company called the 
Dayton Metal Products Co., and because of the size of the Dayton 
Wright Co., which was just two hangars with a little machine shop, 
with a woodworking shop, they decided to make me president of 
this company, and Orville Wright was the designer, and we designed 
some planes—Orville designed these planes—and I had charge of 
building them. 

Well, that was in the early spring of 1916. Then we dropped into 
the war in 1917. 

Delcolite, in which Colonel Deeds and Kettering were interested had 
just finished a very large plant, about a half mile away from the 
field where these hangars were. ; 

The plant at that time had 270,000 feet, and was just finished. 

Howard Coflfin came to Dayton. and they talked about our taking 
on large contracts for aireraft. . 

I was a young man, and as a youngster had nothing much to do with 
the negotiations or how those contracts were set, but the result of it 
was that during the period of the war we produced, I think, more 
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aircraft for the Signal Corps than all the rest of America put together. 
Actually, the plant produced more than 3,000 planes. In the month 
of October of 1£18 the schedule, which was accomplished, was 38 De 
Haviland planes per day. 

I might say that before October, in September, I was finally com- 
missioned: I had asked to be relieved—I was commissioned as a major 
to go abroad and take charge of the maintenance and repair of these 
planes that we had been building. 

I was given 32 officers, and we were assigned to the old steamer 
( hicago in Hoboken when the armistice was sioned. 

T stayed in the Air Force then, or the Signal Corps as it was at that 
time, for a short time, and then went back to the companies that I 
had been associated with before. 

In the fall of 1919 our companies, the Dayton Metal Products Co. 
and the Dayton Wright Co., were taken over by General Motors 
Included was another company that I had formed called the Inland 
Manufacturing Co. which started in to make steering wheels, and 
which has developed into one of their big parts companies. 

I was president of that, and president of Dayton Wright for Gen- 
eral Motors for 5 years, and then I went into the Chrysler Corp. at 
the time with Walter Chyrsler, and became a director, and went to 
New York to live. 

I then became interested in 1931 and 1932 with the Electric Auto 
lite Co. That was because of Chrysler’s desire to have another light- 
ing, starting ignition company independent of General Motors; Gen- 
eral Motors with Delco had the only property at that time, so we 
merged companies into Autolite, and at that time did a gross business 
of about $17,000,000. Last year they did a gross in excess of 
SPY00.000.000. 

I then became interested in a number of other corporations. I went 
on the board of some of these pen eet and I became chairman 
of the board of Standard Cap & Seal, which has been changed to 
Standard Packaging. 

I then turned back to the formation of some of these airlines, United 
Air Lines was formed in Chicago at the Chicago Club, with Howard 
Coffin, Kettering, and a group of us, and we called it National Air 
Transport, and flew the mails from Cleveland over to Chicago. 

Chairman SAvTonstTa.y. About what year was that ? 

Mr. Tatrorr. About 1932, I think, Senator. 

Then a little later we enue TAT, which was Transcontinental Air 
Transport, which was the foundation company of TWA. 

Then there was a company in New York called North Americar 
Aviation at that time, which was a holding company, which held the 
Sperry stock, and some Eastern Air, some TWA, and during the 1932 
stock-market coll: apse that company got into trouble and they asked 
me if I would come in as chairman of that. 

I went in and stayed as chairman until General Motors bought con 
trol of that company, and then I resigned. 

They broke it up into the various units: North American out in Cali 
fornia is an outgrowth from that. 

General Motors, back in 1923 or 1924—I went to General Motors and 
told them that IT did not want to continue as president of Daytor 
Wright, and they asked me why, and I gave the various reasons, and 
they asked me if I would liquidate Dayton Wright Co., which I did. 








92 NOMINATIONS 


Now, I don’t believe there are any other things of particular impor- 
tance in that background. 

Chairman Savronsratu. Mr. Talbott, are you a director of any 
corporation, or were you a director of any corporation, and if so, what 
were the V5 just pr ior to your nomination as Secret: ry ¢ 

Mr. Tarrorr. I was director of the Chrysler Corp., and of Electric 
Auto-Lite Co.; chairman of the finance committee of Electric Auto- 
Lite; chairman of the board of Standard Packaging; chairman of the 
finance committee of the Meade Corp. 

I was on the board of Baldwin-Lima-Hamilton Co.; director of 
Mary Chess; director and chairman of the board of the Talbott Corp.., 
which is our family holding corporation out in Dayton, which is essen- 
tially a real-estate operation, although we have a portfolio of secu- 
rities; the total worth of the Talbott Corp. is about $214 million. 

I was director of Mary Chess, a small company in which my sisters 
have an interest. Also, I was a director of Maclison Square Garden 
Corp. I think that is all. 

Chairman SALvronstaLL. Have you severed your relations with all of 
those companies / 

Mr. Tatnorr. Yes, sir. 

I had one other interest. I have an engineering company in which 
I have dropped back as a special partner. 

Chairman SatronsraLt. Are you still a special partner ? 

Mr. Taizorr. I am still a special partner in that company. 

Chairman SauronsraLL. What is the name of that company ¢ 

Mr. Tarsorr. Mulligan & Co. 

Chairman Savronstatt. What business does it do? 

Mr. Tavsorr. Industrial engineering, and they confine their work 
entirely to clerical companies, controls, clerical controls, or the study 
of the numbers of clerks needed in an industry, and in their clerical 
work. And it is very successful in its analysis of how many clerks 
are needed in the operation of a business. 

Now, in setting myself up as a special partner, our lawyers drew up 
an agreement with the other partner there are only two partners, 
Mulligan and myself—that no work was to be done while I am in 
Washington, that had to do with defense work essentially. They may 
be doing some work for Ford, for example, but that is not essentially a 
war contract. But where it is possible, they will stay away from any 
of the aircraft companies. 

Chairman Sautronsrauy. In other words, you have divested yourself 
of every business interest, or will have divested yourself from every 
business interest, when you are sworn in as Secretary of the Air? 

Mr. Tarrorr. Yes, sir. 

Chairman Sarronstatn. Now, the other nominees have disclosed, 
Mr. Talbott, their personal holdings in the companies that they believe 
may affect or may do business with the Government. 

You said you were a director of Chrysler Corp. ? 

Mr. Tatsorr. Yes. 

Chairman Satronstaty. The Chrysler Corp., of course, does much 
business with the Government. 

Mr. Tarporr. Yes, sir. 

Chairman SauronstaLy. You are subject entirely, of course, to what 
you care to tellus. We do hope that you will be very frank, 

Have you any stock holdings in Chrysler? 
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ar. Tausorr. There are exactly three companies in which I have 
stock that are doing business with the Defense Department. 

First is Chrysler, and I have 2,000 shares of Chrysler stock which 
I have owned for 25 years. I have 15,000 shares of Standard Packag- 
ing Corp., which I would divest myself of, and I will give you the 
reason. It is not doing much work with the Defense Department, 
but it should. Their product is good, and I don’t want to be in a posi- 
tion where that is moving forward in the Defense Department. 

Senator Russet. What was that name? 

Mr. Tatsorr. Standard Packaging Corp. 

It is a small company, Senator. This year they only did about 
420 million gross, but I will divest myself of any of those holdings 
of lL; 5.000 shares. 

I have 8,000 shares of Electric Auto-Lite. We are not doing much 
work for the Defense Department, but may. I don’t really know 
what we are doing at the present time. 

That stock I have owned for just about 20 years. Those are the 
only three companies in which I have any hol lings that have business— 
vell, the Meade Paper Co., we sell paper that comes to the Government 
In certain ways, but it is a trivial matter. 

Chairman Savronstatt. Well, now, have you any interest at the 
present time in any of these aviation companies / 

Mr. Taxtsorr. No, sir, nor have I had any stock in any aviation 
company for over 10 years. 

Chairman SavronstaLtn. You are not interested in any way in 
General Motors ? 

Mr. Tarsorr. No, sir. 

Chairman Satronstauu. Those three companies which you men- 
tioned, one in which you have, or intend to divest yourself of the 
stock, are the only three companies where you hold any investment, 
that you believe do now or may have any connection with the Gov- 
ernment? 

Mr. Tarrorr. That is right. The others, and as I say, the paper 
company—they are some very indirect matters. 

Senator Byrp. May I interrupt there to say that the other nominees 
designate gave a complete list of their holdings. Is that what you 
ure doing, Mr. Talbott ¢ 

Mr. 'Tatnorr. No, sir. I would be very glad to. I would be de- 
lighted to file that with you, but those are the principal holdings that 
I have. 

I own about one-tenth of the stock of the Talbott Corp., or one- 
pinth, with nine heirs. That company is, I would say, essentially « 
real estate operation. Therefore, my equity out there would probably 
be $300,000. 

Now that equity is in my name and my children’s names. I have 
some oil stocks. Those oil stocks are all in exploration corporations or 
with nobody who is doing any business of any kind with the Gov- 
ernment. 

Senator Byrp. The Chrysler stock is 2,000 shares ? 

Mr. Tarsorr. That’s right, sir 

Senator Byrp. And you area director of ¢ hrysler ? 

Mr. Tarvorr. I have been a director since 1927, 25 years. 
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Senator Byrp. You haven’t held any official position in the manage- 
ment of Chrysler ? 

Mr. Tatsorr. I have never been on a salary at the Chrysler Corp. 
I have had director’s fees, that is all. 

Chairman Sauronstatu. Your family consists of what, Mr. Talbott? 

Mr. Tatsorr. My family consists of my wife, two daughters, and two 
sons. My daughters are 25 and 23, and I have twin sons, 14. 

Chairman Sauronstatt. And your home is where? 

Mr. Tatsorr. In New York. 

Chairman Savronsratyt. Are you through with your statement, 
Mr. Talbott ? 

Mr. Tarzorr. I think so, yes, sir. 

Chairman SaLtronstraLu. Senator Russell ? 

Senator Russett. Mr. Talbott, Mr. Wilson undoubtedly told you 
that I asked him about a report of a subcommittee that was made in 
World War I relative to the activities of two of these companies 
that you have mentioned here today. I can’t recall the name of them 
how. 

Mr. Tarrorr. Dayton-Wright. 

Senator Russerz. That was one of them, yes. That matter will 
undoubtedly be discussed, and I am sure that you ve , like to add 
some statement with respect’ to that report, as well as a so-called 
Hughes report made by Mr. Charles Evans Hughes. 

Mr. Tausorr. I would be very glad to. This is, of course, Senator, 
30 years ago. 

I wish I could say definitely, but I don’t remember. The Hughes 
report on our work was not complime ntary except as to our produe- 
tion, and he referred to Colonel. Deeds in this report. There was a 
good deal of talk about this matter, and finally it came out in the 
newspapers that we had been war profiteers, and a suit was brought 
against us to recover improper profits. 

I have always felt that it really broke my father’s heart, and he 
died. We defended that suit. The suit could have been settled 
almost at any time from the time it was brought up until the close, 
and I fought it for 11 years. 

At the end of 1] years, we recovered S6H00.000, which just about 
covered our legal fees. 

Senator Russeii. Did you file a countersuit against the Govern- 
ment ¢ 

Mr. Tarzorr. Yes, we filed a countersuit. 

Senator Russetx. For compensation ¢ 

Mr. Tatzorr. No, for overpayment of taxes 

Senator Russet. And when the matter was finally determined, 

nstead of you paying the Government, the Government paid you / 

Mr. Tarzorr. That’s right. And that is a matter of record in the 
courts. I have the report which is available to you. We were com- 
pletely exonerated, and I did it because of the fami ly name and be- 
cause of the accusations made in the suit. Otherwise it would not 
have been smart for us to have fought the thing for all that time. 

I think the basis of that suit, Senator, if I may tell you, was be- 
cause Colonel Deeds and Kettering had been partners all the way 
through in the early days of the development of the Delco Co. and the 
self-starter and battery ignition. Kettering and my father and I 
owned the Dayton-Wright Co. 
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The contention was that Colonel Deeds had been responsible for 
certain work being directed into that company because of his relation 
with Kettering. 

Senator Russert. A copy of this report was handed to me. I 
haven’s read all of it. It is a very lengthy report, but I did glance 
through it the night before last, and it seems that the main conten- 
tion of the Hughes report was that this Colonel Deeds had been in 
business with you and your father, and Mr. Kettering, and that he 
had divested himself of his stock and your father and Mr. Kettering 
or you or some of you had given him a note for his stock. 

Then he came to Washington in charge of procurement of planes, 
which, incidentally, was in the Signal Corps at that time. 

Mr. Taxsorr. Yes, sir. 

Senator Russetiz. And that he had improperly transmitted in- 
formation to his former partners who owned this company that gave 
them an advantage over others who might have been similarly situ- 
ated, or desiring Government contracts. 

Mr. Taurorr. I think that was the contention. You refreshed my 
mind on one thing. The principal thing that was wrong on that was 
that Colonel Deeds sent a telegram—I don’t remember whether it was 
to my father or to Mr, Kettering—in which he used the words “confi- 
dentially advise you.” If he had 5. left out the word “confidentially” 
it wouldn’t have appeared at all, but all of that I think was brought 
out, Senator, in the trial. The whole thing was brought out in the 
trial. 

Senator Russet... Was the case ever actually tried, or was it finally 
settled ? 

Mr. Tarsorr. Our case was entirely tried. Now, Colonel Deeds was 
recommended for court martial. 

Senator Russeii. That’s right. 

Mr. Tatsorr. But he was never brought up for court martial. I 
don’t know why. 

Senator Russert. You don’t know why it was not done? 

Mr. Tarrorr. No. 

Senator Russeuy, | inquired into that too. I am one of those who 
has a very great respect for Mr. Charles Evans Hughes, and when I 
got my hands on this report, I attached much more significance to it 
than I would have on any ordinary re port growing out of that period. 

Mr. Tausorr. He couldn’t have been nicer. J! testified before him in 
great detail, and he couldn’t have been more c ‘considerate, and was very 
complimentary as far as our work was concerned. 

Senator Russet. He recommended that Colonel De weg he court- 
martialed, and I understand that that was approved by the Judge 
Advocate General of the Army, but that after some further hearing 
in the Office of the Secretary of War—at that time it was Secretary 
of War—the court martial never took place. You at that time were 
president of one of these companies. 

Mr. Tatnorr. I was president of Dayton-Wright all the time: yes. 
sir. You see, it was owned then by General Motors after 1919, ‘but 
I stayed as president of the company. 

Senator Russeii. Both of those were finally merged with General 
Motors? 

Mr. Tarrsorr. Yes. Dayton-Wright was a division of General 
Motors, and I operated it. 
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Senator Russe. In order to give you an opportunity to complete 
this record, Mr. Talbott, I want to ask you about the report of the 
committee which reflected very seriously on the quality of these planes 
that you were building there. Are you familiar with that report? 

Mr. Tatsorr. Yes. 

Senator Russert. What do you care to say for this committee’s 
benefit ? 

Mr. Tatnorr. Well, those planes were unsatisfactory in a good many 
ways, Senator, but it was a matter of the Signal Corps’ design and 
their inspection and their approval. We could have nothing to do 
with the type of plane we were building or the construction of it or the 
specifications. 

It was never a case where we did not fulfill our part of the contract. 
Our contract was to build according to their specifications. 

By the time the plane got to the front, it was obsoleted by the new 
models that the British had brought out, and this was a copy of a 
British plane called the DeHavilland 4. By the time it got to the 
front, the DeHavilland 9 had been brought out by the British, which 
was a very much more satisfactory plane. I can tell you in a second 
just what that was. 

The pilot sat forward, the gunner behind, and there was a big gaso- 
line tank between them. With any sort of a crash the pilot was 
caught between the gasoline tank and his engine. It was a terribly 
bad fault. 

Senator Russeti. That is what they called a flying coffin? 

Mr. Tateorr. That is what they called a flying coffin. 

So what we did was to move the gasoline tank forward and put 
the pilot and gunner close together, and those were just coming into 
production when the armistice was signed. 

Senator Russeiu. Is your position then that the plane, that the 
design of the plane, or anything that may have related to it in all 
the testimony which appears in these records as to being a very unsafe 
plane, utterly unsafe, and so forth, that was not due to any fault on 
the part of the Dayton-Wright Airplane Co., but was due to the model 
that was submitted to you, and which you had to construct of that 
type to comply with your contract ? 

Mr. Tatsorr. That is right; except, I do not think the plane was 
unsafe. I flew many hours in it, many hours in it myself. The plane 
was a bad combat plane. 

Senator Russeti. Well, the House committee evidently did not 
agree with your view on the plane. 

“Mr. TALBOTT. Immediately after the armistice I went to Europe to 
see what the results were over there, and it was a very bad combat 
plane, but that was not our responsibility. 

Senator Henprickxson. Did you testify before the House com- 
mittee ? ; 

Mr. Tarzorr. No, sir. 

Senator Russetu. I think you did before Mr. Hughes. 

Mr. Tatrorr. I did before Mr. Hughes; that was in Dayton. 

Senator Russeti. I might say the report of the House committee 
was very largely predicated, Senator Hendrickson, on the testimony 
taken by Mr. Hughes; I do not know that they conducted this hearing 
themselves, but they got his record, which was very extensive. 

Senator Henprickson. He was sitting as a special master? 
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Senator Russe... He was appointed by President Wilson to go into 
this question of the airplanes during World War I, and he made a 
very exhaustive study of it. Apparently that is what it was. I had 
no knowledge of it until someone brought this to my attention. 

Mr. Tatsorr. Senator, I was a young man, and I really took—I was 
the shop manager or the factory manager; executive matters were 
out of my hands in those days. 

Senator Russet. You were president of one of them, were you not? 

Mr. Tatnorr. Yes: I was president, my father was chairman of 
the board, and Kettering was vice president, as I told you earlier. It 
was an accident that they put me in as president because they didn’t 
think the company was going to be other than a rehabilitation of 
Orville Wright, with a couple of hangars with this small machine 
shop and woodworking shop. 

Senator Russet. There is an inference in the House report, Mr. 
Talbott, that this Dayton Wright Airplane Co. was organized for 
the purpose of obtaining Government contracts. 

I will just quote from it so that you can know what it says. It 
states : 

This company “was launched about the time of our entry into the war, mani- 
festly with the expectation of obtaining Government contracts.” 

It was first charged in this report that Colonel Deeds, who had been, 
I believe, associated at one time with either your father or Mr. Ketter 
ing, went into the War Department to aid the company in obtaining 
contracts. 

Mr. Tatsorr. That is not correct, Senator. 

Senator Henprickson. Mr. Chairman, may I ask Senator Russell a 
question? Was this Colonel Deeds a Regular Army officer? 

Senator Russett. No, he was not. He was a production man, I 
understand—at least, Mr. Talbott can answer that better than I can. 

Mr. Tatrorr. He was president of the Delco Co. 

Senator Russeti. This purports to come from the House report : 

Around May of 1917 the vice president of the Dayton Metal Products Co., 
Col. EB. A. Deeds, ostensibly resigned from that company and went to assume 
the job of Chairman of the Aircraft Production Board in Washington, a posi 
tion in which he had considerable, if not commanding, influence in directing the 
placement of aircraft contracts. While the minutes of the directors’ meeting of 
the Dayton Metal Products Co., held May 21, 1917, purport to show an offer by 
Deeds of his stock in the company to the other directors 
that is, I believe, you and your father and Mr. Kettering 


so as to divest himself of any conflict of interest in his forthcoming capacity in 
Washington, the evidence shows (a) that Deeds was in Washington on that 
date and could not have participated in the meeting or made any statement, 
and (0b) that if any effective transfer of the stock was made, it was not made 
until some time after May 1917—some time between May and September 1917. 

Do you have any knowledge of that, Mr. Talbott, or any recollec- 
tion of it? 

Mr. Tatrorr. Well, I know he divested himself, Senator, of his in- 
terest. All of them, I know did that. I know there was not any 
remuneration of any kind after that. 

Senator Russetzt, And no improper action assisted this company ? 

Mr. Tatsorr. There never was any improper action of any kind. 

You see, originally it was that the committee—Senator Byrd, you 
may remember, if you knew Howard Coffin well—I do not know, 
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maybe you do—Howard Coffin was chairman of the Committee on 
International Defense—do you remember what that was? He was 
chairman, and Sidney Walden and Colonel Deeds were with him. 

Then, after working with General Squires, and I am sorry I am 
so vague about this, but it was decided by General Squires that Walden 
and Deeds would go into uniform, and they both went in as colonels, 
and that Howard Coffin would remain asa civilian. That I remember, 
but—— 

Senator Russert. Was Mr. Coffin at that time affiliated with the 
Dayton Wright Airplane Co. ? 

Mr. Tarisorr. Oh, no; he never had any interest in it. That was 
set up in 1915 or 1916, that committee of Howard Coffin. 

Senator Henprickson. I assume the colonel was commissioned right 
from civilian life? 

Mr. Tatrorr. Yes. 

Senator Russeti. Very much the way Mr. Knudsen was in World 
War II, I assume. 

Senator Henpricxson. Yes. 

Mr. Tatrorr. And he was a very able construction man. 

Senator Russeiu. I do not believe I have any further questions. 

Chairman SauTronsTALu. Senator Smith ? 

Senator Smiru. No questions. 

Chairman Sarronsratu. Senator Byrd? 

Senator Byrp. Mr. Talbott, I want to get straight your stock owner- 
ship th: it may be affected when you enter into the Defense Department. 

hey have airpl: ine contracts, do the Vv ae ¢ 

Mr. Tarsorr. I think the Chrysler Corp. has some engine con- 
tracts, but—— 

Senator Byrp. Is that a substantial amount? 

Mr. Tarrorr. If they have got engine contracts it must be sub- 
stantial, Senator. 

Senator Byrp. And you own 2,000 shares of Chrysler ? 

Mr. Tarzorr, Right. 

I would like to tell you that I would like to divest myself of that 
stock, and I would feel more comfortable in my position. That stock 
cost me less than $2 a share. I bought it from the old M: xwell Co.., 
and I had more stock, but I sold it. But that stock, I paid $2 a share 
for it. My total holdings are 2,000 shares, and I would have to pay 

$50,000 to sell it. 

- My Auto-Lite stock stood me $2 a share. I have a half million dol- 
lars there, and I would have to pay $125,000 in taxes. 

Senator Byrp. How many shares have you got in Auto-Lite? 

Mr. Tarpgorr. 8,000, 

Senator Byrp. Does that have any contracts with the Govern- 
ment ¢ 

Mr. Taxzorr. I do i’ know if they have any contracts now. If 
they do they are small, but they are indirectly interested. They are 
making tank starting, lighting ignition, or ignition and sté arting ap- 
paratus. I do not believe they have any substantial contr: acts, but 
they would have if we go on toa large program. 

Senator Byrp. What was the value of that Auto-Lite. those shares? 

Mr. Tareorr. Auto-Lite is selling at 56, I think. 

Senator Byrp. What other corporations do you have a stock inter- 
est in, that sell to the armed services? 
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Mr. Tausorr. The only other one was Standard Packaging stock, in 
which I told you I had 15,000 shares, and I would prefer to divest my- 
self of that interest. 

Senator Byrp. What was that, again / 

Mr. Tarrorr. Standard Packaging. 

Senator Byrp. Does that company have substantial contracts with 
the armed services ? 

Mr. Tarrorr. I think they have total contracts with the Defense 
Department, of about a half a million dollars at the present time. 

Senator Byrp. Standard Packaging ? 

Mr. Taupsorr. Yes. 

Senator Byrp. And you have 15,000 shares / 

Mr. Tauporr. Yes. 

Senator Byrp. What is the value of that ? 

Mr. Tatsorr. Twelve and a half. 

Senator Byrp. And the contracts would be about what ? 

Mr. Tatsorr. About a half a million, out of a twenty million gross. 

Senator Byrn, Are these the only ones that you know of ? 

Mr. Tatsorr. The only three that do any direct business with the 
Defense Department. 

Senator Byrp. Do they deal with it directly, that is, with the Secre- 
tary of Air, or with other branches of it ? 

Mr. Tausorr. I think Chrysler would deal with the Matériel Com- 
mand at Dayton. 

I think the others would all deal through prime contractors 

Senator Byrp. They would be subcontractors / 

Mr. Tatnorr. They would be all subcontractors 

For instance, Auto-Lite, if they are building ignition and starting 
apparatus for the tank company, they would be doing business with 
the tank company. 

Senator Byrrp. That is all. 

Chairman Satronsrauit. Mr. Talbott, would you, as a stockholder 
in Chrysler, have any feeling as to whether or not you should pass on 
any contracts with the Chrysler Co., if it were to come before you 
as Secretary of the Air. or would you clivest yourself of that respon- 
sibility ? 

Mr. Tarrnorr. Well, I would not want to deal with those at all. 

Chairman Sarronstautn. In other words, if there is a matter con- 
cerning the Chrysler Co, that came up before you as Secretary of the 
Air, you would, in turn, turn it over to some other responsible 
official ? 

Mr. Tateorr. I would, and I think I would, Senator, even though 
[ had sold my stock and resigned. 

I think that an affiliation of 25 years, I would prefer to have it 
handled completely objectively by somebody else in the Department. 

Chairman SarronstatL. That would also be true of this packaging 
company ¢ 

Mr. Tartnorr. Certainly. 

Chairman Sar el, And of Electrie Auto-Lite Co. ? 

Mr. Tatrorr. Yes, but I tell you that I think the Standard Pack- 

aging Co. has some products thi at should be used by the Army, Navy, 

id Air Force, and insomuch as I really believe that, I would rather 
divest myself of that interest, because I am so enthusiastic about 
their products. 








100 NOMINATIONS 


Chairman Sauronsray. By divesting yourself, you still would not 
take direct responsibility for making any contracts with it? 

Mr. Tarrnorr. No. Those, again, Senator, would be subcontracts, 
there would be nothing in a direct way. 

Chairman SavronsTaL.L. Senator Hendrickson ? 

Senator Henprickson. I have no further questions. 

Chairman SavTonsTaLL. Senator Stennis? 

Senator Stennis. No questions. 

Chairman Sarronstatt. Senator Duff? 

Senator Durr. No questions. 

Chairman SatronstraLL. Senator Symington ? 

Senator Symineron. First, Mr. Chairman, as I remember, sir, we 
said we would make the record available to Mr. Stevens, so that he 
could look at it. 

Chairman Satronsratu. That is correct. 

Senator Symineron. And inasmuch as many subjects which were 
discussed in more detail in there, relating to Mr. Stevens and his 
stock ownership, would be of great interest to Mr. Talbott with his 
problem of his personal holdings, would it be in order for Mr. Talbott 
also to have the record available to him, sir? 

Chairman Sauronstatu. I will say to the Senator that the Chair 
believes the record of what Mr. Talbott says would be available to him, 
and the record of the other witnesses certainly would be available to 
them, as it would become a public document. 

Senator Symrneron. Thank you, sir. 

Now, may I ask a question of Mr. Talbott ? 

Chairman Satronstauu, Certainly. 

Senator Symrneron. As I understand that, Mr. Talbott, you in- 
tended to divest yourself of all holdings of any stocks or any interest 
where you can, which enters into any business with the Government, 
except where you would be forced to take a serious financial loss? 

Mr. Tarzorr. That is correct. 

Senator Symincron. In the case of Standard Packaging Co., I think 
that was the name of it 

Mr. Tatzorr. Yes, sir. 

Senator Symrneron. Even though it will be necessary for you to 
take a substantial loss bec: ause of the nature of their work, you are 
going to sell that anyway ? 

Mr. Tarsorr. That is right. 

Senator Symrneron. Any stock which you hold, and you are going 
to disqualify yourself from making any decisions with respect to any 
work that those cor porations have w ith the Department of Defense? 

Mr. Tatzorr. That is correct. 

Senator Symrneron. Thank you, Mr. Chairman. 

Chairman SavronstatL. Thank you, Senator Symington. 

Mr. Talbott, may I ask you one other question, and you can answer 
or not, as you see fit. 

Are you getting a salary or fixed compensation for services from 
any company now, at all? 

Mr. Tatnorr. The only compensation I am getting is my pensions. 
and the pensions, for instance, of the Electric ‘Auto-Lite, I have paid 
in over the years a certain amount toward my pension fund. 
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Now, I can resign from Auto-Lite and my pension starts, in propor- 
tion to the amount that I have paid into it, and the company has 
paid in. 

I also have a pension from the packaging company and from the 
Talbott Corp. 

Chairman Sauronstati. Well, that is for past services? 

Mr. Tatnorr. Yes, sir. 

(Chairman SavronstaLu. You have resigned from those companies, 
and as the result of your resigning from those companies, you are 
entitled to certain pensions for money you paid in. 

Mr. Tarrorr. That is right in respect to Auto-Lite. Pensions from 
the other two companies come under different forms. 

Chairman Savronstautt. And the company contributes, too ? 

Mr. Tatsorr. That is right. 

Chairman Satronstatu. Those companies, for the benefit of Senator 
Russell, are the packaging company—what did you call that? 

Mr. Tarrorr. Standard Packaging Co. 

Chairman SavronstaLtL. Standard Packaging—— 

Mr. Tartsorr. And, the Talbott Co. 

Chairman SaLronstaLy. What was the third? 

Mr. Tatzorr. Electric Auto-Lite. 

Chairman Sarronstatu. Then, up to the first of the year, were you 
receiving a salary for current services from any company 4 

Mr. Tatsorr. From all, up to the first of the year. 

Chairman SavtronsTautu. From all? 

Mr. Tarzorr. Yes. 

Chairman SaLronsTaLL. You were an official, then, in all of those 
three companies, as well as a stockholder ? 

Mr. Tatsorr. Standard Packaging, Auto-Lite, and the Talbott 
Corp., I received salaries from all. 

Chairman SavronstaLtL. And Chrysler, you were simply getting a 
director’s fee ? 

Mr. Tatzorr. All I ever received from the Chrysler Corp. was that. 

Chairman Satronstaty. So that the pensions you will now get from 
those three companies where you were a former office holder, or officer, 
are for past services rendered, with no obligation for any future 
services or current services ¢ 

Mr. Tatsorr. Correct. I have no idea of joining any of those cor- 
porations again, with the exception of the Talbott Corp., which is our 
family corporation, which, should I leave, I would go back into active 
work with that, because that is a family matter. 

Chairman Satronstratu. Are you interested in the Meade Paper Co. ? 
What is your connection with that? 

Mr. Tarsorr. I was chairman of its finance committee. 

Chairman SarronstatL. And you were completely divorced from 
that? 

Mr. Tarsorr. Right. 

Chairman SatronstatL. Does that do any business with the Govern- 
ment, as a prime contractor ¢ 

Mr. Tatzorr. I don’t know what paper they may sell to the depart- 
ments of the Government. They make a hundred million dollars’ 
worth of paper and paperboard of the type that Life and Time maga- 
zines buy, but I don’t know whether they sell this type of product to 
the Government or not. If they do, it is a trivial amount. 
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Chairman SavronstaLy. Anybody else have any questions ! 

Senator Henprickson. Yes. 

Chairman SavronstaLi. Senator Hendrickson / 

Senator Henprickson. Mr. Talbott, vou say that you were going to 
dlivest yourself of the stock- 

Mr. Tatsorr. Yes. 

Senator Henprickson. Of the Standard Packaging Co. ? 

Mr. Tautsorr. Right. 

Senator Henprickson. Because, as I recall it, you said they should 
be doing business with the Government. 

Mr. Ta.norr. Yes. 

Senator Henprickson. Whether you divest yourself of that stock 
or not, would vou aid them in any way to do business with the 
Government / 

In other words, would you, as Secretary for Air, take the position 
in respect to any contracts which they might seek to negotiate, that 
you : ; 

Mr. Tatsorr. Yes; I think I would, in this respect: I think if you 
were manufacturing some gun sights, or something of that kind, over 

1 Bob Stevens’ department, I would say, “Bob, I think that package 

sa fine package, and ought to be studied.” 

That is why I want to divest myself of it, because I think that 
product is an excellent product and a value to defense. 

Senator Henprickson, That is certainly an answer to my question. 

Senator Srennis. That is, after you have divested yourself of all 
interest. 

Mr. Tarsorr. That. is why I would like to divest myself of that, 
because I think the product ought to be built up, and ought to be used. 

I will take a substantial loss in selling that stock. I bought the 
stock at about 6 or 645, and when I sell, 1 will lose about 6 points on 
15,000 sale ives, about $90,000, and I have to pay 25 percent tax on that. 

However, those figures are approximate. 

Senator Henprickson. This product must have some quality, then, 
that you can’t find any where else. 

Mr. Taxsorr. That is right. 

Chairman Sarronsraty. Mr. Talbott, while your job will be a job 
for the security of the country, it will be absolutely without partisan- 
ship. For the record, the Chair hap pens to know that you have taken 
a pretty concrete and active interest in the Republican Party for the 
= few years. Will you care to say for the sake of the record just 
briefly what your activities have been? 

Mr. Tarrorr. My activities have been practically entirely on the 
financial end of the Republican Party. I have been chairman of the 
Republican finance committee, the local committees in the New York 
metropolitan district, and I have been national finance chairman, and 
[ have been on the national Republican finance committee. 

Chairman Savronsrauu. That is over the period of at least the last 
8 years ¢ 

Mr. Tarrorr. Yes, sin 

Chairman Satronstauy. Or rather 12 years. 

Mr. Tarrorr. Yes, 12 years. 

(Discussion off the record.) 
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Senator Symineton. Mr. Chairman, may I respectfully request, 
r, that Mr. Talbott be allowed to file, after looking at the record, the 
same type or character of information that was given by Mr. Wilson 

with respect to pension plans, with the committee. 

Chairman Sauronsrauy. Mr. Talbott, the chairman respectfully 
says Mr. Wilson and Mr. Kyes filed in the record a very complete 
statement of the pension plans of General Motors that concerns them. 

If you care, after this hearing is over and after you read the testi- 
mony and give the matter consideration, to file any portions of the 
pension plans of those three companies that you may feel to be of value 
in the record, if there is no objection on the part of any member of 
the committee, you will have that opportunity. 

Mr. Tatrsorr. Thank you very much, sir. These statements must 
be obtained from main offices of the companies i in Toledo and Dayton, 
but I will supply them for the committee files just as soon as I can 
obtain them. 

Chairman Sarronstrautnt. All right. Thank you, sir. 

(Whereupon, at 12:40 p. m., the committee adjourned. ) 





